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SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM 
PRODUCTS FOR THE WEST COAST OF THE UNITED 
STATES FOR MILITARY AND OTHER REQUIREMENTS 





MONDAY, JULY 9, 1956 


Howse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
CoMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 1 p. m., Hon. F. Edward Hébert (chair- 
man of the subcommittee) p1 esiding, with the following members pres- 
ent: Mr. Hess, Mr. Gavin, Mr. Rivers, Mr. Bates, and Mr. Miller. 

Mr. Héperr. The committee will be in order. 

Mr. Courtney. Mr. Chairman, this resumes the hearings that were 
conducted last on Jan. 25, 1956, at which time Admiral Radford was 
here, and other witnesses. 

In the interval, Mr. Chairman, there has come ot the attention of 
the subcommittee new figures and facts which have been recounted in 
the public Press, and elsewhere, concerning the availability of an oil 
supply on the west coast. With a view, then, to bringing the subcom- 
mittee down to date, before adjournment, this meeting has been called. 

Now, Mr. Chairman, I should like to offer for the record for the 
consideration of the subcommittee, first a letter received from the 
Armed Services Petroleum Purchasing Agency, which is concerned 
with military requirements. 

The letter was written in response to questions by the subcommittee, 
as the chairman will recall, concerning the contracting experiences of 
this agency for the current fiscal year, 1957, and also a statement by 
a resident of the Standard Oil Company of California given to the 

soekhelders, both of which it is suggested are pertinent to ) the consid- 
eration of the subcommittee, and in addition to that a press release of 
May 14, 1956, from the Office of Defense Mobilization. 

Now, Mr. Chairman, the best explanation of the letter is its con- 
tents. 

This is a letter from the Armed Services Petroleum Purchasing 
Agency of May 21, 1956, signed by the then head, Colonel Gilliam, 
Arnold C. Cillian, now succeeded by Capt. S. J. Drescher, who is here 
this afternoon. [Reading :] 


I am pleased to set forth in this letter information which you requested under 
date of May 16, 1956 with respect to the adequacy of bunker fuel oil and aviation 
gasoline from west coast sources to meet military requirements. 

For the purpose of clarity, stocks referred to in this letter will pertain to mili- 
tary-owned product, unless otherwise specified. 

The Armed Services Petroleum Purchasing Agency is charged with the pro- 
curment of petroleum for the three services, and other governmental agencies, as 
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their requirements are submitted. This Agency, by its terms of reference, is 
not responsible for the development of requirements, or the determination as to 
whether requirements submitted will be utilized for current operations or for 
mobilization purposes. Therefore, only those questions in your letter as regards 
to the procurement and the status of stocks of petroleum products on the west 
coast are authoritatively answered herein. 

For the current procurement period ending this June 30, military stocks of 
residual fuel oil on the west coast under current contracts and scheduled deliver- 
ies will present a favorable working level in that area. For the same term, 
aviation gasoline stocks on the west coast are in sufficient quantities to meet 
current requirements. More significant is the fact that there is only 2 percent 
deficit in the completion of the fiscal year 1956 procurement program, for avia- 
tion gasoline, to meet those levels as established by the military services. 

As previously explained, this Agency is not in a position to state the adequacy of 
petroleum stock positions as pertains to any emergency. However, Department 
of Defense authorities report military inventories, of residual fuel oil and avi- 
ation gasoline on the west coast, are sufficient to meet the initial stages of a lim- 
ited emergency. They further state that the placement or procurement of pe- 
troleum stocks intended for emergency purposes are not necessarily confined to 
any particular geographical area. The adequacy of inventories of petroleum 
products worldwide must therefore be equated against total calculated emerg- 
ency requirements. 

Procurement requests received periodically from the military departments in- 
clude requirements for both current operating stocks and established reserve 
levels. Negotiations are currently being conducted to meet the requirements for 
the last 6 months of the calendar year 1956— 


and it is to those which the committee will address itself this after- 
noon. 


Responses received from industry indicate that during the contract period 
ending December 31, 1956, it will be necessary to supplement stocks of residual 
fuel oil and aviation gasoline on the west coast from sources outside that area. 
It is noted that, according to patterns previously set on west coast procurement, 
product in excess of that initially offered is usually forthcoming during the 
contract period. Therefore, imports from other sources are usually consider- 
ably less than previously thought necessary. However, product, as required, 
will be imported from the United States, gulf, Caribbean, and Persian Gulf 
sources to supplement any deficits that cannot be filled from west-coast contracts. 

In order to eliminate the necessity of importing residual fuel oils and aviation 
gasolines into the west coast area, this Agency will continue to negotiate for 
these products in that area. If the negotiated prices are considered fair and 
reasonable, this Agency will accept the offers insofar as necessary to meet mili- 
tary requirements for that area. Inasmuch as prices for the two aforementioned 
products are negotiated, this Agency is not in a position to provide an estimate 
as to what the prices would be. 

The Department of Defense advises that upon declaration of either a limited 
or full-scale emergency, procurement of petroleum product would be effected 
through an industry allocation program. The administration of this program 
will be under an agency of the Government exercising functions formerly per- 
formed by the Petroleum Administration for Defense. Such an agency would not 
operate under the Department of Defense, but under the direction of the See- 
retary of the Interior. Because of this method of procurement, I regret that 
I am unable to fully answer the questions raised in your letter concerning con- 
tracting for emergency requirements. 

If I can be of any further assistance to you in answering additional ques- 
tions on this subject, please feel free to call on me. 


Mr. Rivers. The Secretary of Defense ? 

Mr. Covrrney. No; this is from the Petroleum Purchasing Agency, 
Colonel Gilliam. The question addressed was the availability of do- 
mestic stocks in view of their requirements. The following is the text 
of the press release covering Mr. Petersen’s address to the stock- 
holders at the annual meeting of May 3, 1956. 














SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS3149 


Addressing Standard’s annual meeting in San Francisco, Petersen 
declared : 


This act is designed to conserve the State’s oil resources, to increase the re- 
covery of oil and to remedy wasteful practices in oil and gas production. Our 
engineers estimate that under this act the amount of recoverable oil in Cali- 
fornia pools can be substantially increased, which gives the people of California 
a stake of billions of dollars in the successful outcome of this election. 

Oil is an irreplaceable natural resource which, while it may be privately owned, 
must not be wasted to the detriment of the national welfare and security as a 
whole— 


Petersen said, adding : 


It is the duty and obligation of private oil operators to produce their holdings 
in the most efficient fashion, and it is incumbent upon Government to prohibit 
wasteful practices. The Conservation Act establishes mechanisms which further 
these ends. That is the sole intent of the act and the sole reason it has the 
backing of your management. 

The effect of this act— 


Petersen predicted— 
will be to stimulate voluntary compliance with sound conservation practices. 
In this connection, he said: 


The provision requiring establishment of a unitization program in a field where 
75 percent of the working interests voluntarily seek such action [was selected] 
because it follows the pattern set down in the United States Constitution for pas- 
sage of a constitutional amendment by the States. 


The act, he stressed— 


concerns itself solely with means of putting all oil and gas production in Cali- 
fornia on a sound engineering footing. It does not in any way restrict production 
to market demand. 


On the matter of importation of oil, Petersen said that— 


California today is short of oil and will have to import more and more in the 
years to come, under the very best circumstances. But [under the act] Cali- 
fornia can greatly increase its recoverable oil reserves, even if we never discover 
another field. Obviously, this circumstance alone would reduce our dependency 
on oil imports. 


Now, Mr. Chairman, to the same effect with respect to available 
stocks, a press release of the Office of Defense Mobilization, dated, 
apparently, May 20, 1956, and forwarded under date of June 12, 1956, 
to the subcommittee, refers to the situation in district 5, and in perti- 
nent part, I read it. This is the recommendation of an advisory com- 
mittee to the Defense Mobilization Director. 

In pertinent part, with respect to stocks, it says: 


We believe that under present conditions imports into district 5 (west coast) 
should not be considered in determining, on a nationwide basis, the question of 
conformity or nonconformity with the committee’s basic recommendation. We 
believe that this policy should be followed because there is no present indication 
of an increase in production in district 5. As a result, it is logical to expect a 
larger volume of imports into this district in order to meet increasing demands 
although it should be noted that during the period covered by this report the 
inclusion of district 5 figures would have a minor influence on the nationwide 
analysis. The committee will continue to follow the situation in district 5 and, 
if at any time it concludes that imports threaten to impair the national security, 
it will make special recommendations applicable to district 5. 

The reasons for excluding imports from Canada and Venezuela were indicated 
in the letter of October 29, 1955— 


that was a letter of limitation from the Director of ODM. 
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Again, however, we call attention to the fact that any sharp increase in the 
imports from these sources (exclusive of the amounts needed in district 5) could 
threaten to impair our national security. This aspect of the total problem will 
be kept under careful surveillance by the Committee. 

2. The adjustments made in imports of crude oil for the first quarter of 1956 
by most of the importing companies reporting to ODM following receipt of the 
letter of October 29, 1955, from the Director of ODM, resulting in actual imports 
below original plans, are a source of real satisfaction. 

3. However, the increase in planned imports for the second quarter on the part 
of some companies is a source of real concern. If these plans materialize, it 
would result in an overall excess for the first half of 1956 even when considera- 
tion is given to expanding consumption which is shared both by the importers 
and the domestic producers. This will not only offset the satisfactory condi- 
tions indicated earlier in the year but will nullify the efforts of a majority of 
importing companies to conform with the Presidential Advisory Committee rec- 
ommendations. It is hoped that downward adjustments will be made in actual 
imports to such a level below these indicated plans that the overall crude-oil 
import situation for the year 1956 will show a satisfactory relationship to domes- 
tic production, as recommended by the Committee. 

4. Imports of residual fuel oil during the last 9 months of 1955, exclusive of 
imports for ships’ bunkers and for military use, were below the figure suggested 
by the Advisory Committee in its report. 

In view of the fact that imports for ships’ bunkers and for military use have 
no direct relationship to the objectives set forth in the recommendations of the 
Presidential Advisory Committee, we believe they should not be considered in 
determining on an overall basis the question of conformity or nonconformity 
with the Committee’s basic recommendation. 

5. The planned imports of residual fuel oil for January—June 1956, as com- 
pared with a corresponding period in 1954, exclusive of imports for ships’ bunk- 
ers and for military use, are only slightly in excess (5,000 barrels per day) of the 
amount indicated by the Advisory Commitee’s recommendations. 


Now, Mr. Chairman, another part. The last paragraph, No. 7, re- 
lates to subject before the subcommittee. 


If, following this reexamination which the Advisory Committee proposed of 
the Committee’s formula and a reevaluation, the Committee finds that import 
programs are threatening to impair the national security, the Director of the 
Office of Defense Mobilization should schedule a public hearing not later than 


October 1, 1956, under the provisions of section 7 of the Trade Agreements 
Extension Act of 1955. 


And then another portion of this first release, which is not particu- 
larly pertinent, said that the Committee is to keep district 5 under 
scrutiny and surveillance at all times because of the shortage of stocks. 

(The document referred to in full is as follows :) 


The Presidential Advisory Committee on Energy Supplies and Resources Policy 
has made a reevaluation of the situation relative to the imports of crude and 
residual fuel oils. 

Enclosed with this letter is a staff memorandum which has been used by the 
Committee in making its review. This reevaluation has been made in the light 
of the following recommendation in the report which the Committee made public 
on February 26, 1955: 

“The committee recommends, however, that if in the future the imports of 
crude oil and residual fuel oils exceed significantly the respective proportions 
that such imported oils bore to domestic production of crude oil in 1954, appro- 
priate action should be taken.” On the basis of the facts set forth in this 
memorandum, the Committee has arrived at the following conclusions: 

1. On an overall basis the ratio of crude-oil imports to domestic production 
for the last 9 months of 1955 was 5.17 percent as compared with 4.65 percent 
for the 1954 base period, excluding imports into district 5 (west coast) and all 
imports from Canada and Venezuela. 

We believe that, under present conditions, imports into district 5 (west coast) 
should not be considered in determining, on a nationwide basis, the question 
of conformity or nonconformity with the Committee’s basic recommendation. 
We believe that this policy should be followed because there is no present indi- 
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cation of an increase in production in district 5. As a result, it is logical to 
expect a larger volume of imports into this district in order to meet increasing 
demands although it should be noted that during the period covered by this 
report the inclusion of district 5 figures would have a minor influence on the na- 
tionwide analysis. The Committee will continue to follow the situation in dis- 
trict 5 and if at any time it concludes that imports threaten to impair the na- 
ional security, it will make special recommendations applicable to district 5. 
The reasons for excluding imports from Canada and Venezuela were indicated 
in the letter of October 29, 1955. Again, however, we call attention to the fact 
that any sharp increase in the imports from these sources (exclusive of the 
amounts needed in district 5) could threaten to impair our national security. 
This aspect of the total problem will be kept under careful surveillance by the 
Committee. 

2. The adjustments made in imports of crude oil for the first quarter of 1956 
by most of the importing companies reporting to ODM following receipt of the 
letter of October 29, 1955, from the Director of ODM, resulting in actual im- 
ports below original plans, are a source of real satisfaction. 

3. However, the increase in planned imports for the second quarter on the 
part of some companies is a source of real concern. If these plans materialize, 
it would result in an overall excess for the first half of 1956 even when con- 
sideration is given to expanding consumption which is shared both by the im- 
porters and the domestic producers. This will not only offset the satisfactory 
conditions indicated earlier in the year but will nullify the efforts of a ma- 
jority of importing companies to conform with the Presidential Advisory Com- 
mittee recommendations. It is hoped that downward adjustments will be made 
in actual imports to such a level below these indicated plans that the overall 
crude-oil import situation for the year 1956 will show a satisfactory relation- 
ship to domestic production, as recommended by the Committee. 

4. Imports of residual fuel oil during the last 9 months of 1955, exclusive 
of imports for ships’ bunkers and for military use, were below the figure sug- 
gested by the Advisory Committee in its report. 

In view of the fact that imports for ships’ bunkers and for military use have 
no direct relationship to the objectives set forth in the recommendations of the 
Presidential Advisory Committee, we believe they should not be considered in 
determining on an overall basis the question of conformity or nonconformity with 
the Committee’s basic recommendation. 

5. The planned imports of residual fuel oil for January—June 1956, as com- 
pared with a corresponding period in 1954, exclusive of imports for ships’ bunkers 
and for military use, are only slightly in excess (5,000 barrels per day) of the 
amount indicated by the Advisory Committee’s recommendations. 

This program is, therefore, substantially in accord with the Committee’s 
recommendations. The small planned increase may well be needed to build up 
stocks of residual fuel oils to levels consistent with past experience and to give 
assurance of meeting next winter’s requirements. 

6. A reexamination of the Committee’s formula relating to the imports of both 
crude and residual oils should be undertaken and completed by September 1, 1956. 
This is in conformity with the following extract from the Committee’s February 
1955 report : 

“The Committee recommends further that the desirable proportionate rela- 
tionships between imports and domestic production be reviewed from time to 
time in the light of industrial expansion and changing economic and national de- 
fense requirements.” 

7. If, following this reexamination of the Committee’s formula, and a reevalua- 
tion of the import situation in the light of the reexamination, the Committee finds 
that import programs are threatening to impair the national security, the Direc- 
tor of the Office of Defense Mobilization should schedule a public hearing not 
later than October 1, 1956, under the provisions of section 7 of the Trade Agree- 
ments Extension Act of 1955. 

In the light of the requirements placed on me as Director of the Office of De- 
fense Mobilization by section 7 of the Trade Agreements Extension Act of 1955, 
I have considered and accepted the conclusions of the Advisory Committee on 
Energy Supplies and Resources Policy. 

I will be very glad to hear from you relative to any views you may have on 
the matters discussed in this letter or in the enclosed memorandum. 

Sincerely yours, 
ARTHUR 8S. FLEMMING, Director. 
80500—56 2 
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STAFF MEMORANDUM ON OIL IMPORTS, May 7, 1956 


In a letter dated October 29, 1955, oil importing companies were advised of 
the results of a review of the oil import situation by the Presidential Advisory 
Committee on Energy Supplies and Resources Policy. 

Information furnished by importing companies and that available from other 
sources has again been reviewed and evaluated in terms of the responsibilities of 
the Director of the Office of Defense Mobilization, including the specific responsi- 
bility imposed by section 7 of the Trade Agreements Extension Act of 1955 (Pub- 
lic Law 86). This review has benefited both by information reported monthly by 
importing companies to ODM, including forecasts of importing operations to 
June 1956, and by year-end data for 1955 which recently have become available. 
Some of the more significant results of this review are summarized below. 


THE FUELS INDUSTRY AND THE LEVEL OF ECONOMIC ACTIVITY 


1. Industrial activity has continued close to the high level reached last fall 
(October-December). Domestic petroleum producers and importers have en- 
joyed a steadily expanding market, substantially above the level earlier antici- 
pated, and this trend is expected to continue. The coal industry likewise has 
experienced an expanding market. 


New basis for committee review 


2. For purposes of this memorandum, and for the reasons cited in the covering 
letter, in evaluating the crude oil situation, district 5 is excluded; in addition, 
all imports from Canada and Venezuela are excluded. On this basis, the ratio 
of crude oil imports to domestic production for districts 1 to 4 in the base year 
1954 is 4.65 percent. 

For purposes of evaluating the residual fuel oil situation, imports of this com- 
modity for military use (rate provision 16) and for bunkering ships engaged in 
foreign trade are excluded. On this basis, the ratio of residual fuel oil imports 
to United States crude oil production in the base year 1954 is 4.24 percent. 


Crude oil situation 


3. Responding to record demand, the total production of crude oil in districts 
1 to 4 reached a peak level of 5,835,000 barrels daily during 1955, an 8.7 percent 
increase over 1954. A still higher level is forecast for January—June 1965. It is 
anticipated that the level may be at least 5 percent above the corresponding 
period in 1955. 

4. Exploratory well drilling for the year 1955 reached a record level, averaging 
almost 10 percent above 1954; final figures indicated total well completions were 
5 percent above the previous year. 

5. Stocks of crude oil in districts 1 to 4 on December 31, 1955, were up 
10,590,000 barrels over the corresponding 1954 figure, but by April 20, 1956, stocks 
were only 2,180,000 barrels above the same date in 1955. 

6. Imports of crude oil into districts 1 to 4 from all areas other than Canada 
and Venezuela during the last 9 months of 1955 amounted to 301,000 barrels per 
day, or 30.000 barrels per day above the 271,000 barrels per day indicated by the 
Advisory Committee recommendation. During this period the ratio of crude oil 
imports to domestic production was 5.17 percent as compared with 4.65 percent 
for the 1954 base period, as recommended by the committee. The excess amounted 
to about one-half of 1 percent of the total crude supply in districts 1 to 4. 

7. Actual crude oil imports during the first quarter of 1956 into districts 1 to 4, 
excluding imports from Canada and Venezuela, amounted to 273,000 barrels per 
day, or 17,000 barrels per day below the 290,000 barrels per day indicated by the 
Advisory Committee recommendation. For the second quarter, on the same 
basis, importers planned a total of 352,000 barrels per day which would greatly 
exceed the amount indicated by the committee recommendation. Hence, total 
imports, actual and planned, for January—June 1956 in districts 1 to 4, excluding 
imports from Canada and Venezuela, average 313,000 barrels per day, or 26,000 
barrels per day above the 287,000 barrels per day indicated by the 1954 ratio. 
For this 6-month period the ratio is 5.08 percent compared with 4.65 percent for 
the base year 1954. The indicated excess, again, would amount to less than one- 
half of 1 percent of the crude oil supply in districts 1 to 4. 

8. Comparing the reports submitted to ODM by oil-importing companies in 
November 1955 and April 1956 on actual and planned imports, there was a net 
downward adjustment in imports into districts 1 to 4 during the first quarter 
of 1956 from areas other than Canada and Venezuela of over 8 percent of the 
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amount originally planned. Letters and reports from importing companies make 
it clear that, to a very considerable extent, this reduction in imports was in 
response to the recommendations submitted to the oil-importing companies on 
October 29, 1955. Most of the reporting companies showed significant down- 
ward adjustments in their import programs. Some companies, however, have 
planned imports for the second quarter of 1956 in such amount as to more than 
offset the progress made by the industry during the first quarter in the direc- 
tion of conformity to the Advisory Committee recommendation. 


Residual fuel oil situation 


9. Total demand for residual fuel oil in 1955 averaged 7.6 percent (115,000 
barrels per day above 1954). Domestic production increased only 10,000 barrels 
per day. Unseasonably cold weather late in 1955 caused sharp reductions in 
stocks in certain areas, but the relatively tight supply position which developed 
in some areas was somewhat alleviated by higher than normal temperatures from 
mid-January through February 1956. Continued strong demand in subsequent 
weeks reduced residual stocks by April 20, 1956, to 32.8 million barrels, a level 
11.8 million barrels below a year ago. 

10. Residual fuel oil imports for the period April—-December 1955 averaged 
272,000 barrels per day, excluding imports for military use and for bunkering 
ships engaged in foreign trade, which is 16,000 barrels per day below the 288,000 
barrels per day indicated by the Presidential Advisory Committee recommenda- 
tion. The ratio for this period is 4 percent compared with 4.24 percent for 
the base year 1954. This situation was aided materially by substantial with- 
drawals from residual stocks during this period. 

11. Planned imports of residual fuel oil for January—June 1956, exclusive of 
imports for ships’ bunkers and for military use, totaled 325,000 barrels per day, 
or 23,000 barrels per day above the 302,000 barrels per day indicated by the Ad- 
visory Committee recommendation (annual ratio). The excess is only about 1 
percent of the indicated residual fuel oil supply. Because of the special seasonal 
characteristics of residual fuel oil, a comparison of January—June 1956 with the 
corresponding 6-month period of the base year 1954 is more realistic for this 
short period. On this basis the excess is only 5,000 barrels per day above the 
320,000 barrels per day indicated by the Advisory Committee ratio for January— 
June 1954. Ratios for the first half of 1954 and 1956 are 4.48 and 4.56 percent, 
respectively. 


Mr. Courtney. Mr. Chairman, one further matter which has come 
to the attention of the subcommittee is a letter dated June 19, 1956, 
from the Navy Department addressed to this committee. 

Mr. Suorr. Addressed to Chairman Vinson on an allied subject. 

Mr. Courtney. To Hon. Carl Vinson, chairman of the Committee 
on Armed Services, under date of June 19, 1956, relating to the utiliza- 
tion of shale deposits, and in pertinent part it relates to the question 
of domestic supplies in district 5, of oil stocks. 


My Dear Mr. CHarRMAN: You will recall that after the Synthetic Liquid 
Fuels Act was approved on April 5, 1944, the Bureau of Mines established the 
experimental oil-shale mine and plant on Naval Oil Shale Reserves Nos. 1 and 3 
near Rifle, Colo., pursuant to the consent of the Navy expressed in a letter of 
August 12, 1944, from the Acting Secretary of the Navy to the Secretary of the 
Interior. 

The report submitted on May 31, 1956, by the committee of conference on 
the Department of Interior and related agencies appropriation bill for the fiscal 
year 1957 (H. Rept. No. 2250) disallowed the funds that had, been included in the 
budget for the work of the Bureau of Mines at Rifle in that year. Since the 
Department of Interior expects the act to conform with that report, and as a re- 
sult, the Bureau of Mines will have no funds after June 30, 1956, for operations 
at Rifle nor for care of the facilities and their protection against theft, fire, or 
other losses, the Secretary of the Interior, on June 14, 1956, wrote the Depart- 
ment of the Navy as to whether the Navy could assume custody of the Bureau 
of Mines facilities on Naval Oil Shale Reserves Nos. 1 and 3 as of July 1, 1956. 

It is the opinion of the Navy Department that it would be most unwise to aban- 
don the oil shale facilities at this time with no effort to safeguard them. 
To those of us who are charged with the Nation’s security, such a prospect is 
vf gravest concern. At the present time, the Nation is consuming petroleum 

t the rate of 2% billion barrels per year. Of this amount, approximately 15 
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percent is imported foreign oil. This gap between supply and demand which 
is now being filled by imports is an ever-widening one. 

Common prudence and the experiences of the last war conclusively demonstrate 
that any future global emergency will jeopardize our supply of foreign oil. 
It is certain that this increasing dependence on imports could well imperil the 
effective performance of our military machine in any future conflict. To per- 
fect a technique for the extraction of shale oil would enhance our self-sufficiency. 
Most recent estimates of the Bureau of Mines indicate a 900 billion barrel reserve 
of shale oil in our Western States, approximately 5 percent of which is located 
on naval oil shale reserve lands. 


In view of the prospective abandonment of the oil shale facilities and the 
Navy’s time-honored custom of consulting with the committee on matters of 
such importance, I am using this means to lay the matter before the committee, 
and inquire as to whether or not there is any objection to the Navy assuming 
custody and administration of these facilities. 

It is our earnest belief that the Navy should take over the administration, 
custody, maintenance, and safeguarding of these oil-shale facilities. This would 
permit an opportunity to prepare well-conceived plans to present to the Con- 
gress for the future utilization of these reserves in the interest of national de- 
fense. Moreover, it is our belief that the law vests the sole responsibility in 
the Navy for the proper administration and custody of the oil shale reserves. 

Due to the suddenness with which the Navy has been faced with this problem, 
and the relatively short time in which the Navy must act, the advice of your 
committee is requested at the earliest practicable time. 


(Signed) THomas §S. GaTEs, 
Under Secretary of the Navy. 

Mr. Chairman, those are the documentary letters and data which 
have come to the attention of the subcommittee, all bearing on the 
question of the availability of supplies in district 5. 

Mr. Hésert. Any member of the committee have any comment to 
make on the documents? 

Mr. Rivers. Did you put anything in there about the availability 
of ig ioe products or crude from the Canadian sources? 

Mr. Courtney. There is material in the record on that subject. 

' Mr. Rivers. I mean today. You seem to cover every other area 
out that. 

Mr. Hésert. These documents came to the attention of the commit- 
tee since our hearings. 

Mr. Rivers. This is since the last hearing. 

Mr. Courrney. Yes. This only relates to what the situation is in 
district 5 since our hearings. 

Mr. Rivers. All right. 

Mr. Héserr. And because of the contents of the document, it was 
deemed advisable to call this additional hearing today. 

Mr. Short, do you wish to make some comment ? 

Mr. Suorr. Yes, if I may be permitted, Mr. Chairman, I want to 
remind members of the committee as well as those present the real 
purpose of this hearing, or study that we are making. 

I introduced, as you know, in the first session of this Congress Reso- 
lution 212 ullesiae a study of the following. And I hope we won't 
jump the track or get off the beam. I think we have gone in some 
of our hearings a little far astray as to the purpose of this study. 

That resolution called for a study of the following: (1) This is 
all we have to determine—the sources of supply of oil and other petro- 
leum products for the west coast of the United States for military and 
other requirements; (2) The amount of oil and other petroleum prod- 
ucts needed on the west coast of the United States to meet the ordinary 
military and other requirements; and (3) Whether in the event of 
a national emergency, there are adequate supplies of oil and other 
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petroleum products on hand on the west coast of the United States to 
meet all military and other requirements. 

All that this committee is interested in is whether or not we have 
adeanatp supply to meet any emergency or eventuality now or in the 

uture. 

That is the thing that concerns us. We are interested solely in the 
national defense. 

And when we opened our hearings just 1 year ago this month, July 
te 1955, after stating the purpose of our study I said, among other 
things: 


Mr. Chairman, I am no banker or financier. I am not so much interested in 
the finances of the thing. What I am interested in is that we have an adequate 
supply of petroleum on the west coast in case of another global conflict. I do 
not care who builds the line or how it is built just as long as we get the pipeline. 
In my opinion we need it and want it out there. 

Now since we held hearings in Los Angeles a year ago there have 
been press releases and statements made by some of the witnesses that 
are conflicting to the testimony they gave at that time. 

1 do not think there has been any attempt on anybody’s part to 
deceive or mislead this committee. 

We all know that oil flows and this whole problem or question is in 
a fluid state. It changes so rapidly due to our increasing population 
and increased consumption. But what is the big issue for us to deter- 
mine? Whether we have enough oil out there or not. And I think be- 
cause of the additional testimony we will receive in this hearing, we 
will learn that we are actually importing three times as much oil on 
the Pacific coast today as we were importing a year ago. 

These letters and documents read by our counsel, Mr. Courtney— 
and let me say this last letter written by Tom Gates, Jr., the Under 
Secretary of the Navy, addressed to the chairman of our full commit- 
tee, was dealing with this shale oi] problem. It came unsolicited from 
any member of this subcommittee. But I want to emphasize the two 
paragraphs in there that has caused us genuine alarm. It caused us 
that alarm at the close of World War II and it has caused me a great 
deal of alarm and concern ever since. 

This is what Tom Gates—not addressing this particular commit- 
tee studying this particular problem, but he addressed it to the chair- 
man of our full committee, which we received only 3 weeks ago. And 
this is what he said, and I repeat it for emphasis. 

It is the opinion of the Navy Department that it would be most unwise to 
abandon the oil shale facilities at this time with no effort to safeguard them. 
To those of us who are charged with the Nation’s security— 
that includes this committee and the corresponding committee in 
the Senate as well as members of the Defense Department— 
to those of us who are charged with the Nation’s security, such a prospect is 
of gravest concern. At the present time, the Nation is consuming petroleum 
at the rate of 214 billion barrels per year. Of this amount, approximately 
15 percent is imported foreign oil. 

This gap between supply and demand which is now being filled by imports 
is an ever-widening one. 

The situation has deteriorated. It has grown worse. It is more 
dangerous at this moment than it was a year ago. He continues, 


(Mr. Gates) : 


Common prudence and the experiences of the last war conclusively dem- 
onstrate that any future global emergency will jeopardize our supply of foreign 
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oil. It is certain that this increasingly dependence on imports could well 


—— the effective performance of our military machine in any future con- 
ict 


Now, since our last hearing in this room, in January I think of this 
year, there have been hearings before other committees of the Con- 
gress. I want to read very briefly so that members of the committee 
as well as the witnesses, to be fair to them, will bear these facts in 
mind. 

These are hearings before the Committee on the Interior and Insu- 
lar Affairs, House of Representatives, which the gentleman from 
California, Clair Engle, is the chairman. He is “fairly well ac- 
quainted with the oil problem that confronts this Nation. 

These hearings were h-ld from January 4 this year until May 28 
of this year. And in answer to questions asked by the chairman, 
Captain Miller, who, by the way, is supposed to be an expert in his 
field, Capt. Albert S. “Miller, United States Navy, director of the 
Navy petroleum reserves, Comdr. E. C. Smith, United States Navy, 
deputy director and counsel of the Navy petroleum reserves, appeared 
before the House committee, toward the end of their hearings, only 
recently, and in answer to a question from the chairman: 

Why are you drilling on San Nicholas? 

Captain MILLer. Because of the strategic location of San Nicholas Island. 
It is located in district 5, which is usually in short supply and the imports 
into California are increasing daily to make up their shortages of oil. 

Then on page 456—— 

Mr. Gavin. At that point, will the gentleman yield? 

Mr. Snort. Yes. 

Mr. Gavin. It is a question of whether they drilled on San Nicholas 
Island or requested an appropriation for the drilling of a well, which 
I think appropriation for was denied. 

Mr. Suort. Well, that is more or less beside the point. The point 
IT am making is that Captain Miller, charged with the responsibility, 
is stating that dis trict 5 is in short supply and that the imports into 

California are increasing daily to make up their shortage of oil. 

He is saying there is a shortage of oil, just as the president of 
Standard of California, Mr. Petersen, who is going—whom we are 
going to hear in a minute—stated in his annual report on May 3 of 
this year, since we held our last hearing : 

The facts are that California today is short of oil and will have to import 
more and more in the years to come under the very best of circumstances. 

That is the testimony of Mr. Petersen. 

Though I was led to believe a year ago that they had an adequate 
and ample supply of petroleum in California, they were importing 
more than 50,000 barrels a day then and they are importing more 
than three times that much this very day. 

Now, then, on page 451—no, that I have already quoted. 

On page 457 of these hearings, Commander Smith stated: 

In California, on the other hand, sir, no conservation law, all out production 
strategic areas. Our position, sir, is the defense of this country and to insure 
a good supply of a most critical war material in a strategic area. That is the 
reason, sir, we are interested in California reserves and we would like to see a lot 
up here on it— 
it has “east coast,” but I think it is a misprint. Apparently and 
obviously itisa misprint. He means the west coast. 
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Then on page 463 of these hearings, our colleague from Arizona, 
Mr. Rhodes, asked this question of Commander Smith. 

Do you have enough reserves in the State of California or near the State of 
California to take care of the needs of the Navy without drilling out in the 
Continental Shelf? 

Commander SmiTuH. No, sir, we certainly do not have enough and we know that 
industry does not have enough. We wish industry and the Navy could find 
more out here because it is an oil-short area and it is a strategic location and 
there is a need for more oil out there. 

Then on page 469, Mr. Abbitt, our colleague from Virginia, asked 
this question : 


Commander, I believe you stated that one of the most persuasive reasons for 
your pursuing oil exploration was a serious defense need in the vicinity of 
Los Angeles. 

Commander Smi1TH. On the west coast, generally. 

Mr. Apsitr. On the west coast generally ? 

Commander SmirH. Yes. 

Then on page 475, this statement or rather the question was asked 
by the same gentleman from Virginia, Mr. Abbitt: 

Has the Navy commander, in view of this declared urgent need for oil on 
the west coast, asked either the Secretary of the Interior or the President to 
create a naval petroleum reserve office, Los Angeles? 

Commander SmirH. No, sir. 


But that brings in your Continental Shelf, another question, which 
while it is allied and related to this it is not the thing that we must 
determine. The big question, Mr. Chairman, is whether or not we 
have, actually have an adequate supply of oil out there to meet not 
only our domestic peacetime needs but to meet the enormous demands 
that would be made upon us in the event of a global conflict. 

Some of us felt for a long time that we didn’t have then and I don’t 
think we have it now. In fact, I think our shortage is more acute, 
which is proved by our enormous increase in imports. 

Mr. Heeerr. Just one second. Mr. Short, the Chairman would like 
to say this in observation of your remarks. Iam sure you didn’t mean 
what you originally said, that we wandered far afield, to that extent. 

You realize as well as any other members of this committee that if 
we stayed in the strong confines of what your resolution posed, we 
would not have gotten even to a pipeline. That latitude was allowed 
to get the whole background. 

Mr. Suorr. I didn’t mean that. 

There is certainly no intention to criticize the subcommittee. 

Mr. Héperr. Of course there is no inclination. 

Mr. Suorr. But it is very easy to get off at a tangent and an allied 
source rather than sticking to the positive purpose of the resolution. 

Mr. Hépert. I recognize that. But I know you would want to 
correct that yourself. 

Mr. Suort. That is right. 

I am glad too the chairman mentioned it. I want to be perfectly 
fair, too, to all witnesses. They can take a position today and per- 
haps just a few months time will make it necessary for them to take a 
different position later on. We all know that this thing is constantly 
changing. 

Mr. Hérert. But speaking as chairman, I assure you, though, when 
we do make a decision it will be within the confines of the resolution. 

Mr. Snort. That is right. And at least one good thing has come 
out of this hearing. It has stimulated or spurred since we put a burr 
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under the saddle, a few people to get busy laying a little dinky pipe- 
line that won’t begin to meet our needs. But at least we built enough 
fire under them so we are getting some action. ; 

Mr. Minter. Mr. Chairman ? 

Mr. Héperr. Mr. Miller. 

Mr. Miuier. Mr. Chairman, the only observation I have to make is 
that if this thing is so acute, I can’t understand why the Department 
of the Interior, that is charged with the conservation and the examina- 
tion and determination of our petroleum reserve would abandon the 
plant at Rifle, why they apparently are not taking it very seriously if 
this potential source of fuel oil, in oil shale, is being tossed overboard 
and we are not doing anything to continue the experimentation to de- 
velop an economic way of extracting that oil. As I listened to the 
letter—and we heard it in the full committee—I don’t think the gentle- 
man wants to imply that because the plant happens to be located in 
district 5 that we are talking about oil for district 5. Because much 
of this shale lies much nearer the east coast 

Mr. Suorr. Colorado is not in district 5. 

Mr. Miter. That is right. So I think all of that is a little super- 
fluous to our problem. 

Other than the thing that we both agree on, that there is a great 
shortage of oil in this country and that we should do everything that 
we possibly can to find a supply of oil. Although the narrow limit 
of the resolution may not go to it, the shortage is universal throughout 
the country and much greater in other sections of the country than 
on the Pacific coast. 

Mr. Hésert. I think, Mr. Miller, that the observations in connec- 
tion with that particular facet of this investigation is merely filling in, 
again, the whole picture. 

Mr. Mixer. The whole picture. I accept it is filling in the picture. 
But I do take issue with my good friends from Missouri that this 
whole thing points toward a great shortage of oil on the Pacific coast. 
It is a national problem. The greater portion of shortage of oil is on 
the east coast. 

Mr. SHorr. Of course, I am for us doing everything we can to pro- 
duce synthetic oil. I think we will be driven to it. 

Mr. Mitier. I agree with you, sir. 

Mr. Suort. There are billions of barrels reserve. As the gentleman 
I am certain will agree with me, the Interior Department doesn’t know 
as much as and we shouldn’t expect them to know quite as much about 
our defense needs as the Navy. And this letter from the Under Secre- 
tary of the Navy is asking the Government not to abandon the pilot 
plant, but let the Navy control it rather than the Department of 
Interior. 

Mr. Héperr. Mr. Gavin. 

Mr. Gavrn. The letter is an answer to a request that was made by 
the Department of the Navy for a sum of money, I believe half a mil- 
lion dollars, to protect. the plant and the equipment that is now there. 

In other words, the Secretary doesn’t go on here. And I quite agree 
that every effort should be made, too, to develop all possibilities for 
production of oil. ; 

But this project was started back in 1944, and he doesn’t tell us the 
results of the millions of dollars that have been poured in in the way 
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of experimentation, as to what results they have gotten in the pro- 
duction of oil from shale. That is one thing I would like to know. 

Mr. Suorr. Now, that is an allied subject. But we are getting off 
the track. 

We are not discussing the pilot plant. 

I am in favor of developing that. ; 

The significant part of this letter are the two paragraphs which I 
read and tried to emphasize, which the Secretary brought out so 
clearly and unmistakably, that there is a great shortage of oil and 
an enormous increase of imports on the west coast. 

Mr. Héserr. Mr. Short, I think as the Chair has indicated and also 
the gentleman from California, this is an overall picture. 

There are many allied subjects we can’t go into, 

Mr. Suort. That is right. 

Mr. He&pserr. The observations speak for themselves and the record 
speaks for itself. 

Mr. Suorr. That is right. 

Mr. He&pserr. In passing we may take cognizance of the fact that 
the Navy, which you so well pointed out, is charged with the security 
of the country—the same Navy wants to remove from potential oil 
production hundreds of thousands of acres off the continental shelf 
of the States of Louisiana, Texas, and Mississippi. 

Now, if you can reconcile that, I can’t. 

Mr, Gavin, Mr, Chairman, may I say something ? 

Mr. Heserr. Yes. 

Mr. Gavin. You know about the Navy and the oil business, as long 
as we are generalizing on this matter, we had the Canol project up 
in the Canadian wilderness. We put $137 million in it. Those de- 
posits were known for many years. I don’t know how much oil they 
actually produced. Anyway they did build a refinery up there, and 
after they dedicated the refinery, 10 days later it was closed up and 
nature moved in and that was the end of that. 

So then the Navy got over into Barrows Point, and they up at Bar- 
rows Point were carrying on exploration for development of reserves 
in an area where the harbor is only open 6 weeks of the year, and if 
they found the oil I don’t know how they would have ever gotten it 
out of there. 
¢ But we spent $45 million on that. And then 2 years ago, I think 
it is 2 years ago, it was abandoned, or no further appropriations were 
made. 

The next step in the Navy was at San Nicholas Island. 

Now. the point I am trying to leave with the committee: In my 
estimation, the petroleum industry has turned in a magnificent per- 
formance. In World War I we floated to victory on a sea of oil. 

In World War II we floated to victory on a sea of oil. 

In fact, at all times, when the petroleum industry was called upon to 
meet the needs and demands everywhere to fight a war, they turned 
in a magnificent performance. And every time I heard of some branch 
of Defense trying to get into the petroleum industry, it just doesn’t 
please me too much. Because I think the petroleum industry has 
turned in a magnificent performance at all times under any and all 
conditions and emergencies that have arisen. I am only generalizing 
on this overall matter of defense on the west coast and the production 
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of oil. I think some of the people in the petroleum industry are better 
qualified to tell us what the situation is relative to meet the needs 
and demands if we were suddenly catapulted into another emergency. 
Mr. Héserr. Mr. Courtney, call your first witness. 
Mr. Courtney. Captain Drescher, will you come forward, please, 
and identify yourself for the record? And then I would like to make a 
short statement to the subcommittee, please. 


TESTIMONY OF CAPT. CARL G. DRESCHER, USN, DIRECTOR, 
ARMED SERVICES PETROLEUM PURCHASING AGENCY 


Captain Drescuer. Mr. Chairman, and gentlemen, I am Capt. Carl 
G. Drescher, United States Navy. My present military assignment is 
Director, Armed Services Petroleum Purchasing Agency, Washington, 
D.C. 

Mr. Courtney. Now, Captain, you are the successor of the Colonel 
Gilliam whose letter I just read into the record ? 

Captain Drescner. I am sir. 

Mr. Courtney. In that same capacity ? 

Captain Drescuer. Yes, sir. 

Mr. Courtney. Mr. Chairman, we have asked this agency to bring 
the subcommittee up to date on the sources of its oil, paying particular 
attention to the contracts for fiscal 1957 which are probably now con- 
summated. In any event, they will be explained. 

That is as to how much the requirements would have to be met out 
of imported oil. The captain has a prepared statement ? 

Mr. Héperr. Proceed, Captain. 

Captain Drescner. Mr. Chairman and gentlemen, my prepared 
statement is very brief and is addressed to the current extent of cover- 
age of military fuel requirements for bunker fuels and aviation gas- 
oline on the United States west coast for the period July 1 through 
December 31, 1956. 

I use the term “United States west coast,” as meaning the geo- 
graphic area normally regarded by the military as the west coast 
marketing area. 

The military requirements, the quantities offered and awarded, and 
the current deficit in coverage of requirements are as follows: 

Aviation gasoline, grade 115/145 and grade 100/130: requirements 
of 7,955,400 barrels, offered and awarded 4,546,900 barrels, and current 
deficit 3,408,500 barrels. 

Bunker fuels, which consists of Navy special fuel oil and bunker C: 
requirements 9,761,000 barrels; offered and awarded 4,732,000 barrels; 
current deficit 5,029,000 barrels. 

I wish to make it clear that the requirements figures which I pre- 
sented are purchase requirements and include both consumption needs 
and storage needs, if any. 

The Armed Services Petroleum Purchasing Agency is continuing 
active negotiation with all companies having capabilities of produc- 
tion in the ranges of bunker fuel and aviation gasoline in order to 
eliminate the above-indicated deficit in coverage. Historically, it has 
been the experience that supplemental offers are received during the 
procurement period subsequent to offers initially received on a military 
tender. 

Generally, in instances wherein the military advised the petroleum 
industry of a short supply position, the various companies continuously 
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review their supply position and are most responsive in the develop- 
ment of supplemental offerings. 

Based on previous patterns, it is anticipated that a substantial por- 
tion of the bunker fuel deficit will be met by subsequent offers from the 
west coast petroleum industry. 

The aviation gasoline shortage, however, presents a slightly differ- 
ent problem because the avgas refining facilities on the west coast are 
probably not sufficient to cover the entire deficit. Therefore, we plan 
to obtain some aviation gasoline from United States gulf coast refiners 
to supply military installations in the area preferably supplied from 
west coast sources. 

We also may have to obtain some quantities of bunker fuels from 
other refining areas. It is probable that any bunker fuels we so obtain 
will originate from foreign sources. 

I cannot categorically state at this time how much fuel will be 
obtained in other refining areas since we will continuously adjust 
our program to take advantage of every reasonable offer made by 
west-coast refiners. However, we assume that at least some cargoes 
of product will have to be shipped from other areas. 

Therefore, we have scheduled approximately 1,040,000 barrels of 
bunker fuel from the Persian Gulf for delivery to Pearl Harbor and 
approximately 110,000 barrels to the Alaskan area. Also, approxi- 
mately 1,154,000 barrels of aviation gasoline available on the gulf 
coast are to be shipped to installations normally supplied from the 
west coast. 

That concludes my prepared statement, Mr. Chairman. 

Mr. Héeverr. Mr. Hess? 

Mr. Hess. Captain, you stated that there was a deficit for the last 
6 months of this year in aviation gasoline, of approximately 314 mil- 
lion barrels. Do you recall what the deficit was for the first 6 months 
of this year. Is it larger or smaller than the deficit for the last 6 
months? January 1 to June 30. 

Captain Drescuer. We had a worldwide deficit of approximately 
600,000 barrels, sir. 

Mr. Hess. I am asking about the west coast deficit, now, not the 
worldwide deficit, comparable to these figures here that you are giv- 
ing us for the last 6 months, let’s have the first 6 months of this year 
in both fuel oil and aviation gasoline on the west coast. 

Captain Drescner. Fuel oil I can answer rather readily. That 
was 1,400,000 barrels. 

Mr. Hess. As against 5 million in the last 6 months. 

Captain Drescner. That is correct. 

But I would like to make it clear that this is the beginning deficit. 

Mr. Hess. I understand. 

Captain Drescner. The Ist of July, as of today. 

Mr. Hess. All right. 

Captain Drescuer. Whereas the 1,400,000 was the ending deficit. 

Mr. Hess. Well, let’s take the year 1955. Let’s compare the first 
half of 1955 with the second half of 1955 with the first half of 1956, 
actual figures. Have the deficits increased in both fuel oil and avi- 
ation gasoline from the first half of 1955 to the second half of 1955 
to the first half of 1956% (Appendix B.) 

Captain Drescuer. I will have to develop those figures for you. 

Mr. Hess. Well, would you know offhand whether there has been 
an increase in the deficits or a decrease in the delficit 
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Captain Drescuer. On aviation gasoline, it has remained relatively 
the same in pattern. 

On residual fuel oil, the deficit has been experienced within the past 
two six-month periods, that is for a full year that we experienced short- 
ages. Previous to that, we were in a long supply position, relative 
offers from industry. 

Mr. Hess. You were in a long supply. 

But it has turned now to a deficit ? 

Captain Drescuer. That is correct, sir. 

Mr. Hess. Are there any new refineries building on the west coast 
that you know of? 

Captain Drescner. There may be some additional refining facili- 
ties to existing refineries. I am not aware of new refineri+s. 

Mr. Hess. Would they have a sufficient capacity to take care of this 
deficit so that you wouldn’t have to bring it around from the gulf? 

Captain Drescuer. I can only answer that, sir, by stating that previ- 
ously we were adequately supplied with residual fuel oil from west 
coast sources. 

Mr. Hess. Yes. 

Captain Drescurr. So I must assume that the capacity is there, un- 
less there are increased demands from other sources than the military. 
Our requirements have remained fairly constant over the last 3 or 
4 procurement periods. 

Mr. Hess. But from a long position it has turned into a deficit. 

Captain Drescuer. A deficit in offering of product against military 
tenders. 

Mr. Hésert. Mr. Rivers? 

Mr. Rivers. Captain, you are in the Supplies and Accounts, aren’t 
you? 

Captain Drescuer. No, sir. 

IT am in the Armed Services Petroleum Purchasing Agency. 

Mr. Rivers. What branch of the Navy are you in? 

Captain DrescuHer. Supply Corps, sir. 

Mr. Rivers. Supplies and Accounts—Supply Corps? 

Captain Drescuer. Yes, sir. 

Mr. Rivers. Are you an oilman? 

Captain Drescuer. I have been in the military since graduation 
from the Naval Academy, sir. 

Mr. Rivers. Are you familiar with the production and exploration 
and refining of oil? 

Captain Drescuer. No, sir; I am not. 

Mr. Rivers. I notice your statement. You say for the aviation gas— 
T notice you use a lot of uncertain statements here. You don’t seem to 
be certain of many things. You say this: 

* * * on the west coast are probably not sufficient to cover the deficit. Some 
gas from the gulf coast may have to be imported. We also may have to obtain 
quantities of bunker fuels from other sources. It is probable that any bunker 
fuels being so obtained will originate from foreign sources. I can’t categorically 
state at this time how much fuel. 

What are you certain of? Are you certain of the fact that there is a 
shortage on the west coast, or not? 

Captain Drescuer. I am certain of the figures that I have pre- 
sented, sir. We must adjust those daily on the basis of the availability 
of products. 
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Mr. Rivers. All right. 

Are you certain today whether or not there is a shortage of aviation 
gasoline on the west coast ! 

Captain Drescuer. I am not certain that there is an overall shortage. 

Mr. Rivers. All right, sir. 

Captain Drescuer. I am certain that we have not received offers 
from the petroleum industry in sufficient quantities to meet our re- 
quirements. 

Mr. Rivers. So you are certain of one thing. You can’t get the oil 
on the west coast now ; can you ¢ 

Captain Drescuer. That is quite correct, sir. 

Mr. Rivers. That is quite correct. And you are certain you are go- 
ing to have to get some from the west coast—I mean from the gulf 
coast # 

Captain Drescuer. Yes, sir. 

Mr. Rivers. You are certain of that? 

Captain Drescuer. Yes, sir. 

Mr. Rivers. And you are certain you are going to bring it in from 
the Persian Gulf ? 

You are certain of that. 

Captain Drescuer. That we are moving products from the Persian 
Gulf to Pearl Harbor; that is correct, sir. 

Mr. Rivers. Why are you bringing it into Pearl Harbor? 

Captain Drescner. Because of inadequate quantities to support 
Pearl Harbor from the west coast. 

Mr. Rivers. But you originated it on the west coast, originally ; did 
you not? 

Captain Drescuer. Yes, *, 

Mr. Rivers. So you are certain that the west coast presents such a 
figure that you are going to bring it from the Persian Gulf, which is 
the Red Sea area, and the gulf coast of the United States? You are 
certain of that ? 

Captain Drescuer. Yes; we have scheduled that movement, sir. 

Mr. Rivers. You have scheduled that movement because you can’t 
get it on the west coast ? 

Captain Drescner. That is correct, sir. 

Mr. Rivers. I just want to get certain. This statement got me kind 
of confused here. I saw so many “probables” and “mays” and uncer- 
tain statements. I just wanted to find out just what you were cer- 
tain of. 

Captain Drescuer. I am certain of the situation as it exists today. 
But we must adjust it depending upon the availability of supply, as it 
develops during the current procurement period, sir. 

Mr. Rivers. The Navy is in charge of procurement now. The Air 
Force was sometime ago, I think. 

Captain Drescuer. Yes, sir; it rotates. 

Mr. Rivers. In the event of an emergency, which coast of the United 
States—I am talking if there were submarines on the west and on the 
east coasts—I live on the east coast. I can tell you what happened in 
the last war on the east coast—which coast would be harder to supply 
in the case of an emergency by ship movement ? 

Captain Drescuer. I am not qualified to testify on that point, from 
the standpoint of the scope of the responsibility of my office. 
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Mr. Rivers. By shipping, which coast would be the longer haul to 
carry petroleum products ? 

Captain Drescuer. From what point, sir ? 

Mr. Rivers. From any point of supply, any point you pick out. 
Just get it from wherever it is to the east coast—I mean fuel oil. 

Captain Drescuer. From the United States gulf to the east coast is 
the shortest. 

Mr. Rivers. To the east coast is the shortest. So to carry petroleum 
products to the west coast would be a longer haul tankerwise. 

Captain Drescuer. That is right. 

Mr. Rivers. Either from the gulf or from the Persian area. 

Captain Drescuer. Yes. 

Mr. Héserr. Mr. Gavin? 

Mr. Gavin. In the event of an emergency, Captain, you said last 
year you were long and then you were short on these materiel? 

Captain Drescuer. Yes, sir. 

Mr. Gavin. In event of an emergency, do you think the facilities 
that are now on the west coast refineries, with what production is avail- 
able from sources within the United States you could secure the crude, 
pipelines, and if these materials were not being diverted away from the 
demands of the emergency—do you think that we in a position that 
we could meet such an emergency if it would arise ? 

Captain DrescHer. We have met previous emergencies. 

Mr. Gavin. You have met them. But I am talking about the pres- 
ent time. What shape are we in now at the present time in supply of 
crude, refineries, pipelines—providing the materials are not going to 
be diverted away from the war effort, aviation gas or fuel oil—what 
shape are we in out there ? 

Captain Drescuer. We have furnished the committee with a pre- 
vious statement directed to that question. We advised the committee 
that the Department of Defense states that the initial phases of an 
emergency may be met. 

Mr. Gavin. Then we could pick it up from there. 

Captain Drescuer. Yes, sir. 

Mr. Hésert. Mr. Miller. 

Mr. Mixer. Captain, what is the west coast marketing area? 

Captain Drescuer. It varies for product with respect to the military 
application. 

Mr. Miter. Let’s confine it to aviation gas or to fuel oils, that is 
petroleum products. 

Captain Drescuer. May I break it down a little bit, from that, 
sir? 

Mr. Mituer. Yes, surely. 

Captain Drescuer. For aviation gasoline we normally expect to 
have supply furnished from the west coast, for the west coast, Alaska, 
Pearl Harbor, and the Far East. 

For residual fuel oils, bunker (c), and Navy special, we support 
from west coast sources normally the west coast, Alaska, and Pearl 
Harbor. 

We stop short at Pearl Harbor. 

Mr. Mier. So although the market of purchasing may be done— 
and I believe it is done for the Far East on the west coast, is it not, 
for these things? Where are the contracts for the oil from the Persian 
Gulf originate? Here in Washington or in the west coast ? 
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Captain Drescuer. No, sir; they originate here in Washington. 

Mr. Mutter. Herein Washington. This is not part of it. 

So then, the deficit that now arises, or part of it, is the Pearl Harbor 
section of this, or the supply for Pear] Harbor that you have to supply 
from the Persian Gulf rather than from the west coast ? 

Captain Drescuer. That is correct, sir. 

Mr. Mitter. Does price come into the picture ? 

Captain Drescuer. Yes; price does from the standpoint of the laid- 
down cost comprising the cost of product plus the cost of transporta- 
tion. 

Mr. Mitier. Do you get it cheaper at Pearl Harbor from the west 
coast or from the Persian Gulf? 

Captain Drescuer. Up to the present time, we have been able to 
effect all of our shipments without any additional actual out-of-pocket 
expense to the Government. That may not continue. It is completely 
dependent upon the transportation rates which are in effect at the time 
of shipping. 

Mr. Miter. Well, does it cost more to supply Pearl Harbor with its 
products from the Persian Gulf or from, say, San Francisco or Los 
Angeles? 

aptain Drescuer. On the basis of the Maritime less 5 percent ship- 
ping rate plus the cost of the product in the Persian Gulf as compared 
with the current cost of product on the west coast, it is about a break 
even. Any increase in shipping rates above that point would tend 
to favor the west coast, sir. 

Mr. Miuuer. That is all, Mr. Chairman. 

Mr. Hépert. Mr. Bates? 

Mr. Bates. Captain, if a pipeline were to be built, where is the 
greatest need today? To the east coast or to the west coast ? 

Captain Drescuer. Mr. Bates, that subject has been testified to by 
Admiral Radford, I think, in previous testimony. 

Mr. Bares. Well, that was several months ago. 

Time ofttimes brings forth changes. Is that your position today ? 

Captain Drescuer. Within the scope of the responsibilities of my 
office, I am not qualified to testify on that phase of naval operations. 

Mr. Bates. I am merely asking your opinion, now. 

You know what the needs are and you know the availability for 
stocks are. 

Captain Drescuer. Yes. 

Mr. Bares. Now, in your judgment as a witness here before the 
committee, do you think it would be more advisable for us from the 
military point of view to satisfy those needs, to build one to the east 
coast or to the west coast? Well, in the event of war, where will the 
greatest shortage be? East coast or west coast ? 

Captain Drescuer. Quite possibly the east coast. 

Mr. Bares. Possibly. Isn’t it crystal clear? 

Captain Drescuer. No, sir. It is not crystal clear to me. 

Mr. Bares. Well, you referred to the prior testimony. I was of 
the opinion, after listening to that, there was no doubt at that time 
that it should be built to the east coast. You don’t concur with that 
statement ? 

Captain Drescner. I did not say I did not concur with it, sir. 
I stated that was not within the province of my responsibility; that 
that was beyond the province of my responsibilities, sir. 
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Mr. Bares. You have no answer to the question yourself ? 

Captain Drescuer. No, sir, I haven’t. 

Mr. Bares. As far as needs are concerned. 

Captain Drescuer. No, sir. 

Mr. Hézerr. Mr. Short? 

Mr. SHorr. Captain, obviously we have a shortage of oil out on 
the west coast, even though we are at peace today, not withstanding 
tensions. We are not in a shooting war. If we didn’t have that 
shortage you wouldn’t be importing. In order to meet your demands 
we are going to have to bring this oil from the Persian Gulf and from 
the Caribbean ports. 

Now about the only way we can bring that oil to the west coast from 
those two spots is by tanker; isn’t it ? 

Captain Drescuer. That is correct, sir. 

Mr. Snort. It is about 5,000 miles from the Caribbean ports to the 
west coast by water. It is 4,400 miles from Venezuela, Curacao, and 
Aruba, to the west coast. If I remember rightly, it is 11,400 miles 
from Saudi Arabia. Now, because of the long distances and because 
of the more than 400 snorkel-type, fast, huge submarines that our 
potential enemy has today, much more than twice as many as the 
Nazis had at the beginning of World War II, we do run a great risk, 
do we not, in case of a global conflict of having the supply line cut off # 

Captain Drescuer. Yes, we do, sir. 

Mr. Suort. We do. 

A pipeline only a thousand miles long from west Texas to the west 
coast is much shorter, and I think perhaps, if you want to bring in 
the cost, though that doesn’t interest this committee so much—it is 
a matter of getting it at any price. 

The transportation of oil through the pipeline would be about how 
much a barrel ? 

It could be transported for 60, 70 cents a barrel through a pipeline? 


Captain Drescuer. I think those are the figures that have been 
quoted. 


Mr. Snort. Yes. 

What would the cost by tanker be from Saudi Arabia or from the 
Caribbean ports? The cost of transportation has increased enor- 
mously in recent months, within the past year ? 

Captain Drescner. That is right, sir. 

Mr. Suort. So that if we had a pipeline, it would be more invulner- 
able to attack and we could rely upon it, with a certain degree of 
safety, and because of the much cheaper transportation could perhaps 
pay for itself in a short period of time. ey 

You would feel safer, would you not, if we had a pipeline from 
west Texas to the west coast, than you do at the present time? 

Mr. Rivers. Say yes or no. 

Mr. Héserr. No, no; wait a minute, now. 

Mr. Mrixuer. I don’t think that is a fair question now. 

Mr. Hézerr. The witnesses will take care of himself. 

Captain Drescuer. It may be less vulnerable 

Mr. Snort. From the standpoint of safety and cost. 

Captain Drescuer. From the standpoint of shipping. 

Mr. SHort. Safety and cost. a 

Captain Drescuer. It may be less vulnerable than shipping, sir. 

Mr. Snort. I think the captain has been very frank and forthright 
with us. 














SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS3167 


Mr. Gavin. Before the captain gets through, I was wondering, 
relative to the shortage of oil on the west coast, what study the Navy 
has made of the production possibilities of crude from Canada. You 
might get this material and put it in the record. 

Supposing there was less restriction on the allowables in the Cali- 
fornia fields and less restrictions on the allowables in the Texas fields— 
what I am trying to get at: If we open up the spigot, where we would 
have enough oil in these areas to meet the demands on the west coast, 
if we were in anemergency. Have you any figures on—— 

Captain Drescner. I do not have, sir, but those studies are being 
conducted by the Department. 

Mr. Gavin. Let’s take the comparative value today and see what the 
possibilities or potentials of the Canadian production is, the full allow- 
ables in California and Texas and Oklahoma that would feed in there, 
to see how much oil we would have, if we had to have it. Have you 
taken those into consideration in your arriving at your conclusions on 
the shortages on the California companies? 

Captain Drescuer. Not with respect to the current availability of 
product. They have been taken into consideration on long-range 
availability. 

Mr. Hésert. Thank you very much, Captain. 

Mr. Courtney. Dr. Flemming has just come in. Doctor, prior to 
your arrival [ read to the subcommittee some portions, the greater por- 
tion of a press release of the 14th of May 1956, which Mr. Kendall 
sent to me for the use of the committee and for its information con- 
cerning more recent developments on the importation of oil to district 
5. You have been advised of the purpose of this meeting, which is to 
bring the subcommittee up to date on any development since your last 
appearance bearing upon the military requirements for the west coast. 

Now, Doctor, you have a prepared statement, I believe ? 


TESTIMONY OF HON. ARTHUR S. FLEMMING, DIRECTOR, OFFICE 
OF DEFENSE MOBILIZATION 


Dr. Ftemmine. Mr. Chairman, and members of the committee, I am 
very happy to appear before this subcommittee again in connection 
with its review of the defense need for a pipeline from the Texas oil- 
fields to the west coast. 

In my appearance last year on this subject I discussed the various 
factors which had led us to the conclusion that while there would be 
a national defense benefit in such a pipeline it was not essential to meet 
mobilization requirements. 

Since a present evaluation of that defense need would depend on 
the same basic factors, I would like to summarize the crude-oil situa- 
tion which existed at that time on the west coast, and then discuss de- 
velopments of the past year which might have a bearing on the pipe- 
line question. 

THE 1955 SITUATION 


At the time of my last appearance here there were outstanding two 
certificates of necessity for the construction of pipelines from Texas 
to the west coast, one a products line by the Southern Pacific Railroad 
and the other a crude-oil line by the West Coast Pipeline Co. 

As you know, these certificates authorize the recipient to amortize 
for tax purposes over a 5-year period that part of the cost of a facility 
attributable to defense purposes—in these cases, 25 percent. 

80500—56——4 
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_ The issuance of these certificates represented a finding that a pipe- 
line from Texas to the west coast would be advantageous to the na- 
tional defense. 

The West Coast Pipeline Co. had also applied for a Government 
guaranty of a private loan under the provisions of section 302 of the 
Defense Production Act—a guaranty based on the difference between 
the average daily throughput of the line, and the 75,000 barrels per 
day estimated to be break-even figures. 

This form of guaranty could result in a substantial outlay of Gov- 
ernment funds, 

This application was referred to the Office of Defense Mobilization 
for a determination of defense essentiality. Various forms of assist- 
ance were secured in making our review of this point. 

The Department of the Interior, our delegate agency in oil matters, 
wee asked to review the project and make a recommendation on essen- 
tiality. 

I asked a committee of three businessmen to study the problem of oil 
supply on the west coast for wartime requirements. 

We had the benefit, too, of a supply-and-demand study by the Mili- 
tary Petroleum Advisory Board which had been completed just prior 
tomy appearance last year. 

These studies developed a number of pertinent facts about the then 
current oil situation on the west coast. 

Crude petroleum capacity in California was substantially adequate 
to meet California refinery requirements at maximum operating ca- 
pacity in wartime. 

A pipeline from the Canadian oilfields to the Pacific Northwest was 
in operation and capable of transmitting 103,000 barrels a day to 
United States refineries with current pumping facilities and up to a 
maximum of 250,000 barrels a day by installing additional pumping 
facilities on the line. 

Proven reserves in the Canadian fields indicate that those quantities 
could be made available to the United States in time of war. 

All crude requirements of refineries in the Pacific Northwest could 
be met from this source. 

The proposed product line from El Paso to Los Angeles, while 
small, could be used to carry limited quantities of crude to southern 
California in the event that Canadian crude could not be transported 
there by tanker. 

Total wartime district 5 requirements for refined products could be 
supplied by district 5 refineries plus normal receipts from outside dis- 
tricts in most periods of war. 

To meet a temporary shortage in district 5 of refined products, a 
part could be moved from Texas by the Southern Pacific pipeline and 
the balance of rail movement would be too small in relation to total 
requirements to warrant Government commitments or expenditures in 
support of a pipeline. 

We concluded, therefore, in accordance with studies and recommen- 
dations made by Interior and the special advisory committee, that when 
west coast productive capacity and readily available Canadian supplies 
were balanced over against wartime requirements in that area, it was 
not possible to find that the west coast pipeline was essential to meet 
wartime defense requirements. 














SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS3169 


Therefore, we felt that we would not be justified in authorizing the 
expenditure of Government funds to insure its construction. 

However, since such a pipeline would provide a logistic flexibility 
which would be of some advantage to national defense, we did feel that 
the incentive of tax amortization of 25 percent of its cost was justified. 

Next, Mr. Chairman, I would like to discuss the developments that 
have taken ine since 1955. 

During the past year there have been some developments which have 
a bearing on the oil supply situation on the west coast as it relates to 
wartime requirements but in general the major factors remain the 
same. 

Wartime requirements estimates of the Department of Defense for 
the west coast have not been changed. 

The supply available in time of war from west coast production and 
from Canadian sources via the transmountain pipeline appears to be 
more than adequate to meet those requirements. 

In addition, the Southern Pacific products line from El Paso to 
Los Angeles has been completed and would be able to transport crude 
from Texas for use in southern California. Another development 
during the past year, one in which the subcommittee has expressed an 
interest, concerns our activities under section 7 of the Trade Agree- 
ment Extension Act of 1955. 

As you know, that act requires the Director of the Office of Defense 
Mobilization to advise the President of any case in which the Director 
has reason to believe that any article is being imported into the United 
States in such quantities as to threaten to impair the national secur'ty. 

In enacting that legislation Congress recognized that oil imports 
were a possible subject for action under its provisions and expressly 
referred to a study and report on the subject by the Presidential Ad- 
visory Committee on Energy Supplies and Resources Policy. 

That report recognized the possibility of a threat to the national 
security of the ratio of imports to domestic production should exceed 
the 1954 ratio. 

_ Consistent with our statutory responsibility we have kept in close 
touch with planned and actual imports of crude oil and have urged 
each importer on an individual, voluntary basis to hold down the 
quantities of oil to be brought in so that the 1954 ratio could be main- 
tained. 

One action taken in this regard involves the west coast supply sit- 
uation and should not be mentioned if only to discuss its relationship 
to the question of the west coast pipeline. 

The Presidential Advisory Committee on Energy Supplies and Re- 
sources Policy has continued to follow the oil import picture and has 
made recommendations to me from time to time as to action which 
should be taken by oil importers in order to achieve the objective of 
maintaining an appropriate ratio between oil imports and domestic 
production. 

In making these recommendations, the committee has exempted 
from consideration, for the time being, imports from Canada and 
Venezuela. 

We have pointed out, however, that imports from these two sources 
could reach the point where they might threaten to impair our se- 
curity position, and that if this should happen we would make appro- 
priate recommendations to the importers. 
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In addition, the Commission has recommended that we consider the 
import situation in district V—the west coast—and apart from the 
import situation districts I through IV. 

This decision rested back on a recognition of the fact that domestic 
production district V is about as high as it can be, taking into con- 
sideration the resources that are currently available within district V. 

We concluded also that the present rate of imports into district V 
would not discourage exploration and discovery in that district. 

In addition, looking at it from the standpoint of a possible emer- 
gency, we concluded that it was desirable to have the northwestern 
part of the Nation in a position where it could rely on Canada for 
a readily accessible source of supply. 

The Advisory Committee has stated, however, that it recognizes 
that imports in district V could reach the point where they would 
discourage exploration and discovery in that area. 

If this situation should develop, it might impair our national se- 
curity position and if the committee felt that this was the case, it 
would make appropriate recommendations to the importer for reduc- 
tions in imports. 

In addition, if it should prove to be commercially feasible to con- 
struct a pipeline from the Texas-New Mexico area to the west coast, 
the committee would take another look at the situation in district V, 
in order to determine whether or not imports into the area served 
by the pipeline were discouraging exploration and discovery outside 
of District V and were interfering with the full utilization of such 
pipeline resources. 

If we found that such was the case, we would make appropriate 
recommendations designed to prevent placing in jeopardy what we 
have already indicated, through the issuance of a rapid tax amorti- 
zation certificate, to be a national security asset. 

At the same time, however, in making such recommendation we 
would continue to give weight to the fact that, in an emergency, we 
would have to rely to a considerable degree on imports from Canada. 

And it is our conclusion, then, that nothing has transpired during 
the past year to change our view that the west coast pipeline—al- 
though sufficiently related to national defense to justify the issuance 
of a rapid tax amortization certificate—is not essential to meet war- 
time requirements and that we would not be justified in authorizing 
the use of Government funds for its financing. 

Mr. Hésert. Thank you very much, Dr. Flemming. 

Mr. Short ? 

Mr. Snort. In conclusion your position today is the same as it was 
a year ago? 

Dr. FLemminc. That is correct, Mr. Congressman. 

Mr. Snort. Do you think that our supply on the west coast is the 
same today as it wasa year ago? 

Dr. Fiemmine. Yes, taking into consideration the Canadian re- 
sources, Congressman Short, our supply situation is as good as it was 
a year ago. If anything, it has improved a little bit, because of the 
fact that the situation on the Canadian reserves is a little better. 

When I testified a year ago, I indicated that the estimates at that 
time placed the Canadian reserves at about 2.4 billion barrels of 
crude. It is my understanding that the estimate of those reserves 
today is 2.8 billion. In other words, it has gone up since a year ago. 
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Mr. Snort. But your reason for exempting district V, treating it 
differently than you do districts I through IV, is the fact that they do 
have a shortage of oil and that we are having to import today in order 
to meet our requirements out there ? 

Dr. Fiemmine. Yes, but a large part of that import picture, Con- 
gressman Short, consists of Canadian imports. 

Mr. Suorr. Well, how many barrels per day were we importing on 
the west coast just 1 year ago, in July 1955? 

Dr. Fitemmina. I don’t have that figure, but I do know that in 
1954, which I think probably was the figure I used in my testimony a 
year ago, we were importing about 50,000 barrels per day, and today 
we are importing about 141,000 or 142,000 barrels per day. 

Mr. Suorr. About three times as much, isn’t that correct? 

Dr. Fiemminea. That is correct. 

Mr. Suort. While Canada, of course, traditionally and historically 
has been our good friend, and I think we will continue to be good 
friends, I have been disturbed just a little from what I have heard 
through friends who have been up there and from certain press re- 
leases their reaction about the $80 million which I think the Canadian 
Government extended to some Americans to build a pipeline from 
Alberta to furnish eastern Canada. 

I don’t know whether you noticed a little editorial that appeared 
in the Calgary Arrow. which was quoted on July 2 of this year, just 
last week, in the Oil and Gas Journal. It was headed “Keep Canada 
Canadian.” 

There is no use dodging the issue—alien control of the Canadian oil industry— 
any longer. The extent to which the United States control of various vital 
aspects of the Canadian economy has grown in the past 10 years or so is posi- 
tively frightening. Oil, iron ore, aluminum, natural gas, manufacturing. Where 
is it going to end? Until something is done to halt this trend and to remove 
it, it is going to end with the virtual disappearance of Canada as a nation worth 
the name. 

They had a pretty bitter fight in the Canadian Parliament—— 

Dr. Ftemmina. Yes. 

Mr. Snort. And the present Government won by a pretty narrow 
margin of votes. It almost fell, the existing regime in Canada, over 
this one thing. 

So you frankly admit that we have to depend upon them as a source 
of supply in the case of emergency, but—— 

Dr. Fiemmrine. Congressman Short, that is really basic national 
security policy as far as we are concerned, not only as far as petroleum 
is concerned but in other areas as well. 

Mr. Suort. That is quite true. 

Dr. Fiemmine. And of course 

Mr. Snort. I hope it will always continue to be. 

Dr. Fiemmine. Well, may I say that if we couldn’t do that we 
would certainly be in pretty bad shape as far as nickel is concerned, 
for example, and we would be—we would have some problems in some 
of the other materials. 

Mr. Snort. Radar screen. 

Dr. Fiemminea. That is right. I mean the early warning line. 

Mr. Suort. The DEW line and all the rest of them. 

Dr. FLtemmine. It seems to me we are in the same boat, and we have 
assumed that that is the situation and have tried to govern our na- 
tional security policy accordingly. 
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Mr. Suorr. Should we become engaged, though, in a global conflict, 
do you think when the life of any nation, our best ally, is thre: itened, 
that they wouldn’t put the interest of their own country first ¢ 

Perhaps Canada, while she can send some of that oil from Alberta 
down to the Vancouver area today, if she were called upon to face a 
dire emergency she would send that oil through the pipeline from 
Canada to Ontario, the line that is being built now to supply her chief 
industry which is in the eastern part of the Dominion. 

Dr. Ftemmine. Congressman Short, as you will recall, I think last 
year, in the testimony that I presented, we did present an estimate of 
what the Canadian needs might be as over against their resources, and 
then in addition to that what our own needs might be in the North- 
west area. The conclusion was that the resources in Canada would be 
more than adequate to take care of their own needs as well as to take 
care of the needs of the Northwest area. 

Now nothing has occurred in the past year to change that particular 
picture. 

I certainly would agree with you that it is an aspect of the picture 
that should always be kept under very close scrutiny. I would like to 
say, Congressman Short, to you and to the other members of the com- 
mittee, that I feel that this whole problem to which this committee has 
addressed itself is a problem which should be kept under constant 
scrutiny. The picture can change from year to year. 

Mr. Snort. It does change. 

Dr. Fiemmine. That is right. I mean, for example, as I have indi- 

cated here, up to the present moment the military has not changed the 
requirements figures as over against the figures we discussed last year. 
If at any time they should change those figures, which might very well 
be the case, then we should take another look at the situation, and a 
close look at it. 

But all I am trying to do now, as I tried a year ago, is to evaluate 
the pro and con of the situation. We did come out at a particular 
point. And now at the request of the committee I have gone back 
and looked at the same basic information, changed it where the facts 
have changed, tried to evaluate the pro and con again. And as you 
have indicated, we do come out at the same point. But that doesn’t 
mean that a year from now we could come out at the same point. 

Mr. Snort. I was just going to ask the question at that point, 
Doctor—of course, I am not going to charge you with being clair- 
boyant. I am sure you wouldn’t claim to be a prophet or a son of 
a prophet. 

Dr. Fiemmina. Not at all. 

Mr. SHorr. You can’t look far into the distant future. Do you 
think our imports will continue to increase or decrease or remain 
stable in the foreseeable future? We are importing about 3 times 
as much now as we were 18 months ago. 

Dr. Ftemmine. Yes. 

Mr. Sxuorr. Will we be importing much more a year from now ? 

Dr. FLemmine. You are addressing just to the west coast situ- 
ation ¢ 

Mr. Snoor. District 5. 

Dr. Fiemmine. Yes. 

Mr. Suorr. The one that you have exempted ? 
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Dr. Ftemmuine. Frankly, I of course don’t know. I mean, as you 
say, it is very difficult to ‘project yourself in the future. I rather 
have the feeling, however, that the imports from Canada are apt to 
increase, say, over the coming year, over what they are at the present 
time. 

Mr. SHorr. From other sources as well, South America, or 

Dr. FLtemmine. | am not as sure about that. 

Mr. Snort. Or Near East? 

Dr. FLemmine. But I would have the feeling that in the west coast 
they would, because it makes good sense for them to increase into 
that Northwest area because as we know, that is a deficit area and 
has been a deficit area 

The pipeline is there. I understand that there are some who are 
giving consideration to the building of additional refinery capacity 
in the Northwest area, and of course if that is done th: at, in turn, 
will stimulate additional imports from Canada. So I would think 
that there might be an increase from that source. 

Mr. Heserr. Mr. Gavin ? 

Mr. Gavin. I am sorry I had to leave, Doctor. We had a record 
vote over there. 

Dr. Ftemmine. Yes. 

Mr. Gavin. However, I am interested in foreign oil. I wonder 
if you have any figures available here today as to what our importa- 
tion of foreign oil was in 1947, daily ? 

Dr. Firemauine. Mr. Congressman, are we thinking in terms of the 
west coast or the country as a whole ? 

Mr. Gavin. Well, if we were in an emergency, we would be thinking 
of the overall picture, regardless of the east coast or the west coast. 

Dr. FLemmine. I don’t have those figures with me, but I have them 
available and could supply them very easily. 

Mr. Gavin. Let’s put them in the record from 1947 to 1955. 

Dr. FLemuinea. Be very happy to. (Appendix A.) 

Mr. Gavin. Would you say what it approximately was in 1947? 

Dr. Fiemaine. I wouldn’t attempt to guess on that. 

Mr. Gavin. But they have been steadily mounting ? 

Dr. Ftemmina. No doubt about that. 

Mr. Gavin. Now, to get an opinion from you, do you think that the 
heavy importation of foreign oil is killing the incentive of the Ameri- 
can independent producer to find more oil to build up our reserve ? 

Don’t you think that we have gone rapidly, mounting up, up, up 
each year on the importation of oil, and it has had a reflection on our 
own incentive to the American wildcatter, I might say, to find new 
reserves to build up our reserves within the c ontinental United States? 

And what are you doing about cutting back now to give the inde- 
pendent operator a chance? You might discuss that question. 

Dr. Ftemuine. Mr. Congressman, “while you were out I did, in my 
testimony to the committee—— 

Mr. Suorr. He has covered it very thoroughly. 

Mr. Gavin. [am sorry. 

Dr. Fremmine. Point out the Presidental Advisory Committee on 
Energy Supplies and Resources, of which I was the Chairman, in 
February 1955, made certain recommendations dealing with the prob- 
lem to which you have referred. 
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At that time, we said that we felt that in the interest of national 
security the proportionate relationship that existed in 1954 between 
imports and domestic production should be maintained. We said 
that we felt that it should be maintained in order to provide adequate 
incentives for exploration and discovery, and in that manner to keep 
strengthening our own domestic mobilization base. 

The views that we expressed at that time are views that we definitely 
hold to. We believe that a policy should be worked out consistent 
with those views. 

Mr. Gavin. What have been the results, in view of the fact that you 
have evidenced such a situation? Did you leave it up to the pro- 
ducer and refiner to voluntarily cut back, or did you issue any orders 
to cut back and restrict on the 1954 basis? 

Dr. Ftemmurine. Could I just continue—— 

Mr. Gavin. Yes. 

Dr. Fremmine. I will be very happy to respond directly to your 
question. 

As you know, when the Trade Agreements Act, the extension of the 
Trade Agreements Act question was before the Senate, this question 
was discussed in the Senate and an amendment was added to that act, 
known as section VII of the Trade Agreements Act. 

Section VII of the Trade Agreements Act provides that whenever 
the Director of Defense Mobilization finds that imports of any ma- 
terial are coming in in such quantities as “to threaten to impair the 
national security,” that he shall then certify to the President and the 
President is directed to make additional studies. If he concurs in the 
finding of the Director of Defense Mobilization he is then authorized 
to take appropriate action to correct the situation. : 

At the time that this was discussed on the floor of the Senate, this 
amendment, considerable attention was given to the oil import ques- 
tion. References were made from time to time, and with approval, 
to the findings of the Cabinet Committee on Energy Supplies and 
Resources. 

After the act was passed and signed by the President, we did first 
of all set up a reporting system, under which we required the oil im- 
porters to report to us on a monthly basis in terms of what their im- 
ports had been the preceding month, and we also asked them to pro- 
ject their import plans for a period of 3 months in advance. 

After getting certain information, or after getting information from 
the importers along that line, in October, October 29, 1955, I addressed 
a letter to the importers in which I indicated that the Presidential 
Advisory Committee felt that if there was to be substantial conformity 
to the policy that we had announced in February 1955, there should 
be an across-the-board reduction of approximately 7 percent. And 
we asked that that be done on an individual, voluntary basis. 

I always feel that it is important to stress the word “individual” 
and the word “voluntary,” because I am conscious of the antitrust laws 
and the relationship between this and our antitrust policy. 

A good many of the companies responded aflirmatively to that par- 
ticular request. And as a result, there isn’t any doubt at all but that 
the quantity of imports that came into this country in the first quarter 
of 1956 was less than undoubtedly it would have been if we had not 
made that request. In fact 

Mr. Gavin. At that point, did it reach 1954 basis? 
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Dr. Fiemmine. I was just going to say, in fact, during the first 
quarter of 1956 the import situation was in line with the recommenda- 
tion of our committee. 

I shoud say there, in all fairness of course, that when we wrote our 
October 29 letter we said that we were going to exempt from con- 
sideration imports from Canada and Venezuela. And that was se- 
curity reasons, and I think those reasons are clear to all of us. But 
taking that into consideration, the import situation for the first quarter 
was in line with the recommendations of our committee. 

In May, however, the first part of May, we reviewed the situation 
again, and I wrote another letter to the importers, dated May 11, 1956. 

It is my understanding that the counsel has read a considerable por- 
tion of that letter into the record. 

Mr. Courtney. Yes. 

Dr. Fiemmine. At that time we commended the importers for the 
fact that during the first quarter the imports will be in line with our 
recommendation. 

However, we indicated some fears over the second-quarter situation. 
We indicated that we felt that it showed signs of getting out of line. 
And we asked them to review their second-quarter situation to see 
what could be done. 

Obviously, that was a little late in the second quarter, to make radi- 
cal adjustments, The second-quarter reports are not in. We will have 
those toward the middle or last part of this month. 

I can simply say this, that for April and May the actual imports 
were considerably under the planned imports. Now, what the month 
of June will show I dont’ know. 

But, the first part of June we received their reports that they sub- 
mit for the month of May and as we looked at their projections for the 
third quarter it was clear to us that if they followed their plans and 
actually put their plans into operation the third-quarter imports would 
be considerably A om the committee’s recommendation in February 
1955. And we estimated that probably the second-quarter estimates 
would be about 4 percent above what we had recommended. 

And so just a few days ago I addressed another letter to the oil im- 
orters in which we requested them, again on an individual, voluntary 
asis, on an across-the-board basis, to cut back imports by 4 percent. 

Now, that isn’t a very sharp cutback, but it would be about 25 per- 
cent under what they planned to do in the third quarter. 

Now, obviously, it is too early for me to be able to report on the re- 
sults of that particular communication, except in a spotty way. 

The Gulf Oil Co., for example, immediately announced through the 
press that they had received our request and would comply with it. 
Thad a letter today from the Standard Oil Company of California in 
which they indicate that they will also comply with the request. Actu- 
ally I didn’t ask them to write me saying whether they would or not. 
I asked them to reflect it in the reports which they file with us this 
month, that is the month of July. 

Mr. Gavin. You have evidence of cooperation on their part in this 
very serious problem ? 

Dr. Fiemmine. That is right. 

Mr. Gavin. On the part of the big refinery to work along with the 
problem. 
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Now, let me ask you this. In these States where they have conserva- 
tion programs and they have certain allowables, in view of the fact 
that they have to cut back on the import of cr ude, do these States in- 
crease the allowables so there is new oil coming into the market to 
meet the needs of the various refiners ? 

Dr. Fiemmine. Mr. Congressman, it is my understanding that the 
States that do have regulations of that kind or follow regulatory prac- 
tices of that kind do follow the situation very closely and very 
carefully. 

For example, I notice for the month of July the Texas Railroad 
Commission increased their allowables to 16 days. 

Mr. Gavin. Yes. 

Dr. Ftemmrine. As over against 15 days and I guess earlier than 
that, possibly even a smaller amount. 

But it is my understanding that they do watch that carefully. 

I am particularly well acquainted—I have watched particularly 
the operation of the Texas Railroad Commission. My judgment 1s 
that they follow this whole matter very closely. They have been at 
it for a good many years. They are very expert in handling it. It 
seems to me that by and large they provide us with good leadership in 
this area. 

Mr. Gavin. On this pipeline we are discussing here, in view of the 
fact that that situation exists in Texas, what assurance is there that 
the Texas fields will be able to produce or would send enough or permit 
allowables enough to go through the line to make it economically justi- 
fied? That angle of it interests me. What 

Dr. Fiemmine. I don’t know what the answer to that a be from 
the standpoint of the situation in normal] times. 

Mr. Gavin. Yes. 

Dr. FLemmina. I understand when Admiral Radford appeared be- 
fore the committee on this same matter that he expressed some doubt 
in his own mind as to whether there would be adequate resources avail- 
able to handle both a west coast and an east coast situation. 

Mr. Héserr. Mr. Miller 

Mr. Suort. If the gentleman will yield just briefly at that point. 
From all the evidence we have had, no one has raised the question 
they don’t have an adequate reserve or supply in Texas. 

Dr. Ftemmine. To handle normal situations; yes, sir. 

Mr. Snort. Yes, sir. They are hemmed in now by about a million 
barrels a day. 

Mr. Hésert. Mr. Miller. 

Mr. Gavin. May I say at that point: They have an adequate supply 
if they turn the pumps loose and permitted the allowables to increase. 
But they are a conservation program. They only allow so much oil. 
There is no question in my mind but that there is an adequate supply 
to justify this pipeline. 

Mr. Suorr. Yes. 

Mr. Gavin. Provided the railroad commission would permit the oil 
to ship or the producer to produce ? 

Dr. Fiemmine. Again, I wouldn’t attempt to make any prophecy 
as to what the Texas Railroad Commission would do under a situation 
of this kind. All I can say is that personally on the basis of what I 
have observed of their work, I have a very high regard for the quality 
of leadership that the members of that commission have brought to 
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this particular problem. I know I have had the opportunity of con- 
sulting a number of times with General Thompson, who has served 
on that committee for a great many years, and in my judgment he 
is one of the really outstanding leaders in this whole area in the coun- 
try today. 

Mr. Héserr. Mr. Miller. 

Mr. Mitier. Doctor, I had to leave here to go to the floor and I 
wasn’t here when your statement was read. But just glancing through 
it, I assume you have not changed your position from the last time 
that you testified before us. It is the same. 

Dr. Ftemmine. Yes. 

Mr. Mitirr. That there is no necessity for a certificate of essen- 
tiality, I believe that is right. To be issued in this case. 

Dr. FLemmine. That is right. 

Mr. Mititrer. Mr. Gavin asked you to supply for the record the 
amount of oil importations since 1947. Would it be possible to have 
that broken down by the companies ? 

Dr. FLemmine. Yes. 

Mr. Minter. The west coast, the gulf coast and the east coast, to 
which this oil comes. 

Dr. Ftemmine. We can take it by districts if you would like to 
have it that way, I mean the five districts, in other words. 

Mr. Mitier. The five districts ? 

Dr. Fiemmine. Yes, be very happy to do that. 

Mr. Miter. If that is agreeable to the Chair. 

Mr. Hésert. That is all right. 

Mr. Miuxer. No other questions. 

Mr. Heserr. Thank you very much, Mr. Flemming. 

Mr. Courtney. One question, Mr. Chairman. 

Doctor, when we last were together on this your testimony was that 
the application for the certificate of essentiality by the West Coast 
Pipeline Co. had not actually been denied. I think it was still pend- 
ing. What is the situation now ? 

Dr. Firemmine. The same status. 

Mr. Courtney. The same status ? 

Dr. FLtemuine. Right. 

Mr. Courtney. That is all. 

Mr. Suorr. As the doctor pointed out, it is something that we have 
to keep under constant surveillance and repeated study—constant 
review. 

Dr. Ftemminea. Which we will be happy to do. 

Mr. Hésert. Thank you very much, Doctor, for your cooperation. 

Mr. Courtney. Mr. Petersen. Mr. Petersen has a prepared state- 
ment. Mr. T.S. Petersen, the president of the Standard Oil Company 
of California. 


TESTIMONY OF T. S. PETERSEN, PRESIDENT, STANDARD OIL 
COMPANY OF CALIFORNIA 


Mr. Petersen. I have a statement I would like to read, Mr. Chair- 
man. 

If it please the chairman, I am frankly pleased that your committee 
has deemed it advisable to invite me to testify at this hearing. Such 
testimony, by those who have the responsibility of serving the civilian, 
military, and export markets in the West, is certainly the most efficient 
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manner of reviewing the facts of the case as they exist today and as they 
are generally anticipated to develop as we pass into future years. 

It is upon these same facts that we in the industry must plan our 
future operations and plant expansions; we deal with them daily, and 
the estimates for future years are revised whenever changing condi- 
tions warrant. 

There obviously have been changes since the hearings held by your 
committee about a year ago. Since I believe that the facts as of that 
time were most ably presented in considerable detail by Mr. R. L. 
Minckler, representing the Western Oil & Gas Association, I shall 
merely attempt to discuss some of the important changes that have 

taken place in the interim. 

Since your committee has decided to reinvestigate this matter as of 
this time due to some fear that military requirements are not being 
satisfactorily supplied, I shall first discuss the facts on this subject. 

Captain Drescher has made quite a report on that, but I would like 
to add here our own feeling about that supply situation. 

It is our firm belief that ASPPA generally will have no serious 
problem in obtaining supplies of products consistent with its needs. 
It is true that local supplies of aviation gasoline are inadequate to meet 
west coast requirements but this problem is not confined to the west 
coast and is not related to crude oil supplies. The military aviation 
gasoline supply-demand situation is essentially no different than it 
has been in the past. Rather than being related to crude oil supply, 
aviation gasoline production is limited by alkylation capacity and gen- 
erally by refinery operations to meet other requirements. 

At the time of your hearings last summer, the military was being 
supplied with all the fuel oils that they required for delivery in the 
western market. Our total industry inventories at that time were still 
above 20 million barrels and had previously been very burdensome. 

Large volumes of the surplus had been shipped to the east coast and 
into export markets, and these movements continued through the latter 
half of 1955. As is often the case in such situations, by the start of 
last winter these shipments had overcompensated for the surplus, and, 
combined with a colder-than-normal winter, caused an extreme short- 
age condition in the first quarter of 1956. The fact remains, however, 
that most of the military needs were supplied in the first 6 months of 
this year. 

[ am pleased to inform you that the situation is now materially im- 
proving. Residual fuel oil inventories were down to about 10 million 
barrels in early March, but have since increased to about 13 million in 
late June. We are estimating that these stocks should be in the neigh- 
borhood of 18 million barrels by the end of 1956 after supplying all 
civilian, military and normal export requirements. 

This is a satisfactory level and if we are correct in our estimates 
the military should not experience undue difficulty in obtaining re- 
quired supplies as the months go by. This has been their experience 
in other periods. While there may ‘be some lag in offers with present 
inventories at only 13 million, we believe this to be only a temporary 
situation. 

I would like to point out, however, that if our optimism is unwar- 

ranted and sufficient supplies of fuel oil to meet industry and military 
demands are not available, a change in the source of supply of crude 
oi! will not result in additional supplies. 
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Under such conditions only a substantial increase in the fuel oi] 
price will set the economic forces in motion that will ultimately in- 
crease the volume available. 

With respect to jet fuels, there are ample uncommitted supplies in 
our area. ASPPA contracted for large quantities to be lifted in the 
current 6 months from the Caribbean area for delivery to the west 

oast, Alaska and Hawaii. This is a source of great concern to 
the west coast petroleum industry, since it complicates our refinery 
operations and stock balances. 

At this point, possibly your committee will be interested in what 
Standard Oil Company of California is doing in the way of supplying 
the military on the west coast. In calendar 1955, we supplied about 
16 percent of their total liftings and in the current year we plan to 
supply about 23 percent. We have made substantial increases in the 
volumes and percentages being supplied in jet fuels, distillates, and 
fuel oil. 

Incidentally, certificates of necessity have been approved on two 
new refineries to be built in Washington, one of the specific purposes 
of which will be to supply sizable quantities of aviation gasolines to 
the military. Reports have indicated that these two refineries, to be 
operated by independents, will supply substantial quantities of avia- 
tion gasolines, starting by 1958. 

Since your hearings of June 1955 there has been a great acceleration 
in plans to build refineries in the State of Washington, to operate on 
Canadian crude oil. Asa matter of fact, a year ago the total capacity 
of 95,000 barrels daily was the announced figure. Some 85,000 of this 
is already built and in operation. 

As of the present date, five additional companies including the Texas 
Co., Richfield and Union Oil have announced plans totaling another 
110,000 barrels daily of capacity, for a grand total figure of 205,000 
barrels per day. Thus, a total of eight companies are involved. 

Our own company is planning a refinery in the same area of pos- 
sibly 50,000 to 60,000 barrels per day capacity. We acquired the site 
some time ago, and plan to start building in about 2 years with probable 
completion by 1960. 

Incidentally, we will build a Hawaiian refinery which will have a 
highly strategic value from a defense standpoint and will also relieve 
California from supplying this area. 

As of January 1, 1954, the total refinery operating capacity in south- 
ern California was 706.000 barrels daily. As of 2 years later, it was 
essentially the same. The grand total refinery capacity for the entire 
State of California for the same dates were unchanged at about 1,180,- 
000 barrels daily. 

On the other hand, refineries of the Rocky Mountain and west Texas- 
New Mexico areas that supply the eastern portions of the Western 
States were expanding, and will increase further to care for increasing 
demands. 

In the year 1955 some 37.000 barrels per day of petroleum prodncts 
were shipped from these areas into ~ Pacific Coast States. This 
movement was virtually nonexistent 7 years ago and will be greater 
this year as supplies and capacities are increased, This is a sig- 
nificant development from a defense standpoint. 

More significant, however, are the expansions in the State of Wash- 
ington, as I have already outlined. By 1960 the announced plans of 9 
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companies, including our own, will result in a total capacity of about 
255,000 barrels per day. 

This is approximately equivalent to the present total consumption 
of all petroleum products in both Washington and Oregon, and this to- 
gether with shipments from Montana and Utah will essentially elimi- 
nate the past and present dependence on California refineries and will 
gradually eliminate the need for large coastal tanker movements so 
vulnerable in case of war. 

It is apparent that the backing up of these demands will permit 
California refineries to meet increasing demands in that area without 
the necessity for large expansions in capacity between now and 1960. 

The Northwest refineries (and British Columbia) will be supplied 


principally from Canada by an existing pipeline, supplementing and. 


possibly displacing some of the seaborne foreign imports of crude oil 
that would be required on the west coast. 

There is expected to be ample productibility in Alberta, where ex- 
ploration and development activities continue unabated, with such 
activities expanding westerly toward the Peace River area. 

At the time of your Los Angeles hearings there was more than 
enough crude oil available on the Pacific coast in the event of an emer- 
gency to supply all of the refinery capacity contemplated by 1960, 
presently available continental sources of crude oil from Alberta, 
California, and the opening of about 140,000 barrels daily from Elk 
Hills, which is now shut in and is about the entire imports that the 
west coast is taking—the Elk Hills Naval Reserve will essentially equal 
the refinery capacity of about 1,385,000 barrels daily anticipated to 
be available by that time. 

It is anticipated that large new supplies of crude oil will be made 
available by the opening of offshore development in California. More 
than 30 structures are known to exist off the southern California coast, 
and responsible geologists estimate that offshore reserves may approach 
the remaining proved crude oil onshore reserves in California. About 
half the structures are thought to be in areas controlled by the Federal 
Government and which the industry has been waiting to have offered 
for lease. By leasing these areas, the Government would make oil 
available at a profit to it rather than at a cost if the pipeline were built. 
There are also excellent prospects for secondary recovery projects in 
many fields in this State. 

Should offshore developments or other supplies not come up to ex- 
pectations, it is entirely possible that a pipeline may be necessary to 
completely fill Pacific coast refining capacity from continental sources. 
This is a condition which will not develop for several years, but in the 
event it does become a reality and if from a defense standpoint it ap- 
pears desirable to take some action, our 20-inch crude oil pipeline into 
El Paso will have substantial capacity beyond requirements at that 
point which would make it possible to quickly develop further capacity 
bevond for southern California. 

I would suggest that if for defense purposes some action must be 
taken, it would be possible to stockpile the pipe and other equipment 
necessary, for the pipeline. We are assured by competent engineering 
counsel that under emergency conditions, with the pipe and other 
equipment available, a line could be in operation between El Paso and 
the Los Angeles Basin within 90 days—our engineers say it can be 
done in 60—after construction is undertaken. 
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Such action would be far more economic from the Government’s 
standpoint than to build and operate a line which apparently is not 
considered by possible users to be necessary and therefore probably 
would be operated at a loss. 

Since the hearings of your committee a year ago, our subsidiary, 
Pasotex Pipeline, is not expanding the capacity of its crude oil line 
from west Texas into El Paso by laying a full-length 20-inch line. 

With respect to this, you will recall that a year ago I announced that 
the ultimate potential of this line would be 220,000 barrels daily of 
crude oil. 

Our subsidiary, the Standard Oil Company of Texas, is also expand- 
ing its El Paso refinery by 25,000 barrels daily. This will be com- 
pleted in the last half of 1957 and will supply areas in west Texas, 

Vew Mexico, and Arizona with products from Texas crude, thus fur- 
ther reducing dependence on California. 

Several weeks ago we announced a project to expand facilities to 
handle additional products through the pipeline from the Salt Lake 
: area into the Pacific Northwest. 

We, and others, are actively exploring for new production in the 
areas supplying the Salt Lake refineries. This is important from a 
defense standpoint because it will develop new sources of supply which 
will be available in the interior and the Northwest for any emergency 
that might develop. 

Another extremely significant development in the brief interim since 
your committee hearings of June a year ago are the plans to import 
additional volumes of natural gas from Texas-New Mexico, San Juan 
Basin, and the Peace River area of Canada. 

The increase through El] Paso Natural Gas Co. lines will be 228 mil- 
lion cubic feet daily and through Pacific Northwest Pipeline into the 
Northwest 147 million cubic feet in increments between now and 
1959—total increments of 375 million feet of gas. 

There will then be over 3 billion cubic feet daily of natural gas be- 
ing imported into the Western States, as compared with essentially 
: none only 10 years ago in 1946. 

The pipelines to carry these imports have been and will be entirely 
financed by private capital. We believe that this is a condition that 
should characterize the building of pipelines. 

The normal and large growth in demands for petroleum products in 
the West has been materially reduced by natural gas imports, since 
the West uses a little coal and petroleum suffers practically the full 
impact of natural gas imports. 

By 1959, the natural gas imports mentioned above will have re- 
' duced the potential petroleum requirements by some 500.000 barrels 
per day. 

What may prove to be an entirely new oil province is being developed 
in the “Four Corners” area of Arizona, Utah, Colorado, and New 
Mexico. Several wildcats have found production and there is more 
drilling underway, both exploratory and development. wells. 

Geologists estimate that a producibility of some 50,000 barrels daily 
or more is possible in this general area within a reasonable period of 
time. 

“Four Corners” is geographically a natural source of crude oil sup- 
ply for the Western States, within about 600 miles of Pacific tidewater. 
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I want to make our position perfectly clear as to any proposals for 
the construction of a large new pipeline from west Texas to Los 
Angeles. 

We have not and will not oppose the building of such a pipeline by 
private interests with private financing, and believe that the line will 
be built as soon as it is sufficiently justified economically to obtain such 
financing. 

To date, this situation apparently has not developed. 

To summarize, the emergency picture is changing from one of ex- 
cess crude supply in relation to refinery capacities to one of essential 
balance indicated for 1960, as a result of refinery expansion. 

Development of offshore production can be 1960 substantially sup- 
plement California crude oil supply. 

If and when it should prove to be the case that western crude oil 
supplies are not capable of supplying the refineries that have been con- 
structed to meet demands, it is conceivable that a line to transport 
crude oil from west Texas or other areas will become economically 
justified. 

As I have outlined, the solution, if defense considerations dictate, 
would be stockpiling of materials to permit rapid building of such a 
line to supplement presently existing sources of supply. 

You will note that in the past year there has been a continuation of 
the trend toward dispersal of petroleum supply in the Pacific Coast 
States which was outlined in your hearings of last summer. 

Dependence of the entire Pacific coast on California supply and 
California refineries is rapidly disappearing, and that is an extremely 
important thing. 

Large areas formerly supplied from California are now supplied 
from Texas, Utah, Colorado, Wyoming, and Montana. This movement 
is increasing and will continue to do so. The State of Washington is 
rapidly becoming a major refining center with a crude supply from 
interior continental sources. These trends are highly significant from 
a defense standpoint, in many cases making supplies available which 
were previously inaccessible in emergencies. California, as a result, 
will supply a smaller area than in the past and its refining capacity 
will be more or less static, with growth in demands being met from 
these other areas. California, with its emergency crude supplies will 
be essentially self-sufficient for some time and will have little if any 
need for new supplies from other areas. 

The developments in the petroleum and natural gas industries cover- 
ing the brief space of only the last 12 months that I have outlined to 
your committee are greater in size and effect than similar develop- 
ments in almost any preceding and comparable period. 

These activities should be a source of great satisfaction to the mili- 
tary and to other Government officials charged with the responsibility 
of preparing our country to meet any emergency. 

I thank you, Mr. Chairman, for having made it possible for me to 
outline these facts for your committee’s consideration. 

[ should like to mention, however, the fact that this matter has been 
subjected *o repeated governmental investigation. Various armed 
services or defense officials charged with preparing our national de- 
fense have repeatedly stated before your committee that the facts of 
the case do not support the issuance of a certificate of essentiality. 
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Representatives of the oil industry in the West have shown no inter- 
est in the building of the proposed line, or feel there is a need for same. 

This subject continues to come up, apparently raised each time by 
groups who, unable to justify a line economically, hope through Gov- 
ernment financing and guaranty to make a more substantial profit 
for the promoters. 

It requires considerable time and effort on each occasion for industry 
representatives to prepare and present the up-to-date facts. Never- 
theless, please be assured that I personally will be most willing to bring 
before your committee at any time when you may deem it advisabl 
any information we may have or can develop on this subject. 

Mr. Héserr. Thank you very much, Mr. Petersen. 

I just want to make one comment on your last page. I want to 
assure you that the reopening or the continuation of these hearings 
have not come about through any promoters, with any influence of 
pressure upon this committee. 

The reason that we had to get some more information was because 
of what appeared to be conflicting statements on your part which 
reached this committee through the usual mediums of information that 
are available to everybody else. And when these matters were brought 
to our attention, and when there seemed to be a conflict, we thought it 
only fair to you to ask you to come here. 

Mr. Perersen. | appreciate that. 

Mr. Heserr. So you could reconcile the two different statements 
which have been made by you. 

But, again, let me impress upon you that this committee is not inter- 
ested in any manner, shape, or form with any promoter or promoters 

Mr. Perersen. I am sure of that, Mr. Chairman. 

Mr. Heéserr. Our only interest is in keeping up to date and abreast 
of what is going on, in discharging the responsibility which is ours. 
and that is an adequate fuel supply in time of emergency for our 
Armed Forces. 

Mr. Short. 

Mr. Snort. Mr. Chairman, I personally appreciate very much this 
new, additional, and up-to-date information that Mr. Petersen has 
given us. It clarifies a lot of things. It shows what a dynamic indus 
try the petroleum industry is, and ey ‘are awake, on their feet. 

I still wonder, though, with all this increased supply of natural 
gas and discovery of new fields and inc cad supply of domestic oil, 
that we still have such tremendous imports, imports from abroad, 
almost three times as much as we had 18 months ago, and why it 
that the Navy has to go out to the Persian Gulf and the Caribbean 
ports to get a sufficient—a supply sufficient to meet their requirements. 
It is rather hard to understand. 

Mr. Perrersen. To answer the first point you made, Congressman 
Short, we are importing in California, as you seem to have some very 
authentic figures, about 140,000 barrels of crude. Most of that is 
coming from Canada. The pipeline from Alberta to the west coast 

was in the nature of a military decision itself, because the pipeline 
there were 2 pipelines under consideration, 1 from west Texas and | 
from Canada, and I think that the groups that finally resolved that 
question and the Government’s official position was to support the pipe 

line that came from Canada. 
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We have an interest in the pipeline, a small one, but the pipeline 
is certainly going to bring more crude to the Pacific Northwest. It 
is a natural place for it to come. It does the thing that you have been 
so much interested in personally yourself, and that is the dispersal 
of our refining facilities. 

Mr. Suort. That is right. 

Mr. Prrersen. Not have them all in the Los Angeles Basin. It is 
putting them all over the Northwest. 

So it has a security angle in that form that is a very fine one. 

Sut in my own feelings, I feel as Dr. Flemming did, that imports 
from Canada are just bound to increase. 

Mr. Suort. I am a little surprised, but very pleasantly surprised 
and highly gratified to know that you are getting certain supplies 
from Montana, Wyoming, Colorado, and this four corners that you 
talk about. 

Mr. Perersen. That could be a very substantial oil reserve. 

We unfortunately don’t have much land out there. Our competitors 
got a little ahead of us in that spot. 

Mr. Suorr. Even though if you get it there, you are going to have 
to transport that to your large consuming centers. 

Mr. Peversen. That could go either to Salt Lake, where there is a 
product pipeline that runs out to the Columbia River, or it could 
come to Los Angeles. Either place is the logical spot for it. 

Mr. Suorr. I think you have given us really some very valuable 
information here. It brought us up to date, and I am grateful for you 
appearing before us. 

I hope we haven’t caused you too much trouble. 

Mr. Prrersen. It made me stay up all night last night. That 
wasn’t much of a sacrifice. You gentlemen do that all the time. 

Mr. Suorr. You seem to take it in your stride. 

Mr. Mitier. Well, Mr. Petersen, as I sum this up, then, to sum up 
one statement that you made, at any time that this is economically feas- 
ible, to build a pipeline from west Texas into the Los Angeles Basin, 
you feel that private capital without the assistance of Government 
could be accumulated and would do this job, is that correct ? 

Mr. Perersen. We would be delighted to do it ourselves. 

Mr. Mitier. You would be delighted to do it yourselves ? 

Mr. Perersen. All of our competitors would be delighted to do it. 
Pipelines are a profitable thing. 

Mr. Miter. So if it is economically feasible, there is no question 
that the job will be done. 

Mr. Perersen. Absolutely not. 

Mr. Miuier. You are in business to make money ? 

Mr. Perersen. Absolutely. ; 

Mr. Miuier. If you thought you could make some money doing it 
now, you would be in there doing it right now ? : 

Mr. Perersen. We would have that pipeline going right over there. 

Mr. Miniter. That isall. 

Mr. Suorr. Mr. Chairman, at that point, if the gentleman will yield, 
certainly the decision this committee must make cannot be based solely 
on the economics or the matter of profits. It is a matter of military 
security and defense of the Nation. 

Mr. Miner. I agree with the gentleman. 

















SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS3185 


Mr. Suort. If we waited for everyone to be guaranteed a profit, 
why God help us. 

Mr. Miter. No. I just want to point out to the gentleman that the 
west coast petroleum industry is quite alive to this situation. I think 
they are cognizant of all of the factors. 

I wanted to make the point that if it was feasible to do it, they 
would do it, and they would do it immediately. 

I think the west coast petroleum industry has proven it is conscious 
of its responsibility toward the Government as any other segment or 
increment of the industry, and that that would be sufficient reason for 
them to do it, if they felt that it was necessary. 

Now we have—and the gentleman was present and knows that these 
imports are coming from Canada, and there are other places. And as 
Mr. Petersen has reiterated—I think you told us in Los Angeles, that 
we could look forward to the time when a great deal of oil will cease 
to pass by tanker up and down the Pacific coast. 

r. Perersen. Yes. 
Mr. Minter. Removing the danger that many of us are concerned 
with. 

Mr. Snort. Of course, we cannot rely—as much as I believe in pri- 
vate enterprise and open and free competition and individual initia- 
tive, we do not wait for any private concern to build a jet plant or a 
tank factory. 

Mr. Miter. No, then, we let private concerns build jet planes and 
tank plants at very substantial profits and maybe if we allowed the 
petroleum industry as was pointed out to make some of those profits 
they would build this thing for us, too. 

Mr. Hépserr. Mr. Gavin. 

Mr. Gavin. I just want to say to the gentleman, Mr. Petersen, that 
I did not see your statement before I made my opening remarks, but 
it reiterates everything I have said about the petroleum industry. 
They are alive and alert and have taken care of the problems of the 
industry. 

Therefore, I am particularly anxious to see the industry operate 
without at times the Department of the Army or the Department of 
the Navy or some other branch of Government getting into the petro- 
leum business. As long as you people continue as you have, in the 
future as you have been in the past, there won’t be any question about 
the petroleum industry, in the event we are suddenly catapulted into 
an emergency. 

(Further statement off the record. ) 

Mr. Petersen. I apologize for my omission. 

Mr. Gavin. So get Pennsylvania in there. 

Mr. Rivers. Mr. Petersen, I agree with you. Your industry is not 
only alert and fluid but it iselastic. [Laughter.] 

I think you have changed your position a little bit on the Texas 
crude line, because we did not have—I am in no wise criticizing you 
at this point. I want to see how you are going to take it before I say 
anything more. [Laughter. ] 

I do not recall your having advised us in Los Angeles that you would 
expand your west Texas pipeline. 

Mr. Petersen. Yes. 

I got in trouble with your chairman about that, and was called down 
to Los Angeles because of that statement. 
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Mr. Rivers. I think you should be congratulated, but I do not re- 
meinber your saying you weren’t going to expand it there. 
You start off : 


Since your hearings our subsidiary— 


Your subsidiary over here [indicating Mr. Miller] is doing all right. 
| Laughter. | 
Ik] Paso, Tex., is now expanding. 

Mr. Perersen. Two ways. 

Mr. Rivers. I want to congratulate you on that and not criticize 
you for that. 

Mr. Perersen. We are doing it in two ways, Congressman Rivers. 

Mr. Rivers. I am merely teasing my friend, Mr. Miller. I think 
you are. 

Mr. Prrersen. We are building the 20-inch pipeline and we are 
adding 25,000 barrels of refining capacity to the E] Paso plant which 
will put about—most of that will all go into the product pipeline. 

Mr. Rivers. Yes. 

Mr. Perersen. It will come all west. 

Mr. Rivers. So you have changed your plan. I say it is a good 
thing. 

We had some criticism that New Mexico and Arizona weren’t going 
to get any too much, because a representative of the government of 
Arizona was critical they weren’t getting anything. I notice here 
you say they are being considered for products out of this crude line, 
and not dependent on California. 

Mr. Prerrersen. That is right. 

Mr. Mititer. Would my good friend yield ¢ 

Mr. Rivers. Lam delighted. I couldn’t refuse to yield to you. 

Mr. Mitter. I just wanted to refresh my memory. 

Mr. Rivers. My memory is too fresh now. 

Mr. Mirier. The gentleman who came from Arizona, as I remember 
it, was putting in a good plug to get a refinery in Arizona. He didn’t 
want a product line. He wanted a refinery. Which is understand- 
able. 

Mr. Rivers. Yes. 

Mr. Mitier. But as I remember it, part of the testimony out there 
in California—correct me if I am wrong—is that many of the products 
that would go into Arizona that were coming from California would 
come from the Texas line. 

Mr. Rivers. Yes. I know all about that. 

Now, instead of having that transshipment from Texas to Cali- 
fornia and refined and transshipped back to the Arizona-New Mex- 
ico area, wherever it is—and I think it is Arizona—we are now con- 
sidering giving them the crude oil to start with. 

Mr. Perersen. It is all coming from Texas, and we reduced the 
price of gasoline a cent and a half. 

Mr. Rivers. That is a good thing. It is a good development. It 
shows you are elastic. 

Mr. Perersen. You were speaking of products, weren’t you, Con- 
gressman Rivers? 

Mr. Courtney. Products or crude? 
Mr. Héserr. Products or crude? 
Mr. Hess. In Arizona. 
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Mr. Rivers (reading) : 
It will be completed in the last half of 1957 and will supply— 


Is that a product line of El] Paso, Tex. ? 

Mr. Perersen. Yes. 

Mr. Jayne. No. 

Mr. Perersen. No; it is a crude line for Paso, Tex. That brings 
the crude to El Paso. 

Mr. Rivers. Yes. 

Mr. Prrersen. Then it goes into the Southern Pacific’s product 
line, that Dr. Flemming mentioned, and goes clear out to Phoenix, 
Ariz., and is distributed from there. 

Mr. Rivers. So you do not have the transshipment. You get the 
products out there to start with. 

Mr. Heéserr. All right. 

Mr. Rivers. Now you spoke about the certificate of essentiality to 
these new refineries in the Pacific Northwest ? 

Mr. Perersen. Yes. 

Mr. Rivers. Did I understand you to say they got certificates of 
essentiality ¢ 

Mr. Perersen. Essentiality or necessity ? 

Mr. Jayne. Necessity, not essentiality. 

Mr. Perersen. Necessity. 

Mr. Rivers. I am talking about the refineries that are being built 
by your competitors. 

Mr. Perersen.They are getting a tax credit on the two refineries 
in the Northwest. 

Mr. Rivers. So they did get financial assistance. 

Mr. Prerersen. They are getting tax credit for it. 

Mr. Rivers. That is the same. 

Mr. Perersen. I think Dr. Flemming indicated they would be 
willing to look at that one. 

Mr. Héperr. They have already issued that. 

Mr. Suort. They have already approved it. They have also issued 
a certificate of necessity. 

Mr. Rivers. I have no brief for any pipeline operator. I am not 
looking after any of them. A certificate of essentiality is just as good 
to a man that runs a pipeline as the fellow who builds a refinery. 

So you do get Government assistance. 

Mr. Suorr. Would the gentleman yield at that point ? 

Mr. Rivers. Yes. 

Mr. Suorr. Mr. Petersen, does this pipeline of your company run 
from Midland to El Paso, the 20-inch line ? 

Mr. Prerersen. One hundred and ninety-five miles ? 

Mr. Suorr. Yes. 

You haven’t completed it yet, have you ? 

Mr. Perersen. It won’t be completed until next year. 

Mr. Suorr. It isnot complete ? 

Mr. Perersen. No. 

Mr. Suorr. You still have about 68 miles? 

Mr. Perersen. I think that is right. But the pipe is on the ground, 
and we are laying that pipe. 

Mr. SuHorr. Yes. Then from El] Paso to Phoenix, it is only an 
8-inch line, isn’t it ? 

Mr. Prerersen. That is the Southern Pacific product line. 
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Mr. Suorr. Well, will you have a line in addition to that? You 
won’t have any line in addition to that, will you ? 

Mr. Perersen. We have a crude line into E] Paso, and then we put 
all of our product that we ship to New Mexico and Arizona in the 
Southern Pacific Product Line. 

Mr. Suorr. Yes, but it is an 8-inch line? 

Mr. Perersen. I think it is an 8-inch line. 

Mr. Suorr. Then when you get to Phoenix, you have a 12-inch line, 
I think, on to California ? 

Mr. Perersen. Is it 12 or 18, Mac? 

Mr. JAYNE. Twelve. 

Mr. Courtney. Twelve. 

Mr. Suort. Is that right? 

Mr. Prerersen. Yes. 

Mr. Suorr. I just wondered how—here you have a 20-inch line, and 
then an 8-inch line, and then a 12-inch line. I am not enough of an 
engineer 

Mr. Perrersen. Well, the Southern Pacific have a little work to do 
with that products line, Congressman Short, because when we complete 
this new refinery of ours in the middle of next year, we will put an- 
other 14 or 15,000 barrels of products in it and the line has to be ex- 
panded to do it. They felt in building that line from the larger line, 
from Los Angeles to Phoenix, that they would have more products 
come from Los Angeles to Phoenix than they would have from El Paso, 
but that isn’t the case. 

Mr. Snort. I see. 

Mr. Prrersen. They have, I think, some little concern. 

Mr. Suorr. You are going to have to have a bigger pipeline? 

Mr. Petersen. That is right. 

Mr. Rivers. Will there be any refining capacity, or is there any re- 
fining in Arizona? 

Mr. Miter. No. 

Mr. Perrersen. I don’t know of any plans, Congressman Rivers, at 
the present time to build any refining capacity there. There could 
well be a refinery built up in that area, through this development in 
this new Four Corners area. 

Mr. Rivers. That may come out of E] Paso by way of crude? 

Mr. Perersen. It could. They would have to have a new line to 
get the crude. 

Mr. Rivers. A new line? 

Mr, Heéserr. Well, thank you very much, Mr. Petersen for your 
cooperation. The committee and myself hope you get a good night’s 
rest tonight. 

Mr. Perersen. Delighted to be here, and thank you very much for 
your courtesy. 

Mr. Rivers. You made a good statement, Mr. Petersen. 

Mr. Petersen. Thank you. 

Mr. Courrney. General, if you will be seated, please. 

Maj. Gen. L. E. Cotulla, who is appearing as the Staff Director of 
Petroleum Logistics. Department of Defense. 

General, the question before the subcommittee is whether or not in 
the current review of the situation within the Department of Defense 
there has been any change in your thinking or the Department’s atti- 
tude concerning supplies on the west coast, district V, for military 
requirements. 
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TESTIMONY OF MAJ. GEN. L. E. COTULLA, STAFF DIRECTOR, 
PETROLEUM LOGISTICS DIVISION, OSD 


General Corvtta. Mr. Chairman and gentlemen of the committee, 
I do have a short statement dealing with this subject. With your per- 
mission, I will read it. 

Mr. Chairman and committee members, I am Major General Cotulla, 
United States Army. I am Staff Director of the Petroleum Logistics 
Division, Office of the Assistant Secretary of Defense (Supply and 
Logistics) , Office of the Secretary of Defense. 

I understand the committee is reviewing the question of whether 
the Government should support the construction of a crude oil pipe- 
line from Texas to the west coast to the extent of guaranteeing a loan 
to partially finance the construction. 

The Department of Defense, together with other cognizant Gov- 
ernment activities, studied the probable pipeline transportation situ- 
ation in wartime for district V and concluded that the proposed 
pipeline was not essential. There have been no substantial changes 
in the basic factors involved; therefore our conclusion remains un- 
changed. 

Mr. Heéserr. Mr. Short. 

Mr. Suorr. I have no questions. 

Mr. Héperr. Mr. Miller? 

Mr. Minter. No questions. 

Mr. Héserr. Mr. Gavin ? 

Mr. Gavin. No questions. 

Mr. Héperr. Mr. Rivers. 

Mr. Rivers. Would you feel like storing any pipe in case of an 
emergency ¢ 

General Corutua. That is the first time I have heard of that sug- 
gested solution, Mr. Congressman. I think it bears possibly some 
merit. Certainly it would enable us to construct a line in the event 
it was necessary to do so. It would shorten the time, very, very 
materially. 

Mr. Rivers. How would you feel about looking into it and letting 
us know how you feel about it? 

General Corunna. I think that would be a normal course of study 
for my shop, sir. 

Mr. Rivers. Mr. Chairman, I move that we direct a letter to Gen- 
eral Cotulla and ask him to give us a report, a little exploration of 
that subject. Mr. Petersen brought it up. 

General Corutia. Yes, sir. 

Mr. Rivers. It may have some merit. 

General Corutia. Yes, sir. 

Mr. Courtney. Now, Mr. Chairman, we have the Bureau of Mines 
here on West Coast Supplies and Sources, to bring us up to date. 

Mr. R. E. Cattel. Chief of the Division of Petroleum, and Mr. 
H. J. Barton, Chief of Branch within the Division of Petroleum 
for the Department of the Interior. 

Mr. Barton has a short statement, I believe. 

Mr. Carren. Mr. Barton is the Chief of the Branch of Petroleum 
Economies. He has prepared the figures, so he had better present 
them. 95 3 : 

Mr. Courrney. Mr. M. A. Barton, Chief of Branch, Division of 
Petroleum, Department of the Interior. 
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We have asked Mr. Barton to bring us down to date on current 
sources of petroleum for division V. 


TESTIMONY OF M. A. BARTON, CHIEF OF BRANCH, DIVISION OF 
PETROLEUM, DEPARTMENT OF INTERIOR 


Mr. Barton. I haye a set of tables here which bring up to date 
a good many of the statistics that have been presented in the hearings 


earlier. 


Mr. Courrnry. Mr. Chairman, may that be made a part of the 


record ? 


Mr. Héserr. Without objection, it will be made a part of the 


record. 


(The tables follow :) 


Imports of crude petroleum into P. A. W. District V, 1955 


[Thousands of barrels] 
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Imports of crude petroleum into P. A. W. District V, January-April 1956 
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District V stocks of crude petroleum and major refined products 


[Thousands of barrels] 
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1 Preliminary. 


California crude oil reserves, production, and discoveries 


[Thousands of barrels] 
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1 API data for comparability. 
2 Includes new discoveries in old fields. 


Wells drilled in California 
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Wells drilled in California 





Total completions | Exploratory wells 





Monthly averages 


Oil | Gas | Dry | Total | Oil Gas Dry | Total 
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New oil discovered per well drilled 


[Thousands of barrels] 
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Domestic demand for major petroleum products and for total petroleum, 
District V, 1956 


[Thousands of barrels daily] 
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Domestic demand for major petroleum products and for total petroleum, 
District V, 1955 


[Thousands of barrels daily] 





Gasoline Distillate Residual Jet fuel | Total petro- 
fuel oil fuel oil leum 
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Crude oil production in California 


[Thousands of barrels] 
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Mr. Barton. The oil import picture on the west coast over the last 
16 months has been characterized by a fairly constant increase with 
the total for the first 4 months of 1956, 17.6 million barrels, being al- 
most double that for the comparable period of 1955. The increase in 
imports of 8.7 million barrels is attributable chiefly to Canada (4.4 
million) and Venezuela (2.6 million) with Kuwait and the neutral 
zone combined contributing 1.5 millon. 

The only significant change in the stock position of the west coast 
during 1955-56 has been the sharp reduction in inventories of residual 
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fuel oil. These stocks, which were at the excessively high level of 27 
million barrels at the beginning of 1955, were brought to the more 
manageable level of about 12 million barrels during 1955 principally 
by shipment of the product to the east coast. 

During 1955 and 1956 the quantities of new oil discovered in Cali- 
fornia failed to equal the amounts produced with the result that 
proved reserves fell from 3,919 million barrels at the end of 1953 to 
3,801 million at the close of last year. 

There has been little change in the total number of wells drilled 
for several years, but the number of exploratory wells drilled fell off 
during 1954 and 1955. The amount of oil discovered for each well 
drilled—both exploratory and developmental—showed a very sharp 
drop in 1954 and again in 1955. 

Total demand for petroleum in district V has shown a steady, rela- 
tively moderate increase in 1955 and the first 4 months of 1956. For 
the 1956 period demand was about 4 percent greater than a year 
earlier with a civilian demand up 6 percent and military demand 
down 14 percent. 

Daily average crude oil production in California has remained al- 
most constant for the 16 months ended in April, with only insignificant 
month-to-month changes. 

That I believe summarizes the main points in these tables. 

Mr. Héserr. Any questions, Mr. Short? 

Mr. Suorr. No. I think that brings us up to date. These are the 
very latest figures you have? 

Mr. Barron. Yes, sir, through April of this year. 

Mr. SuHorr. Yes. 

Mr. Héserr. Well, thank you, gentlemen, and again let me express 
the appreciation of the committee for your cooperation and patience 
of waiting through this afternoon. 

Mr. Suorr. You are including, of course, as part of the record, Mr. 
Chairman, the table that was just given ? 

Mr. He&serr. That is correct. 

Is that the last witness, Mr. Courtney ? 

Mr. Courtney. That is, as far as I know, all the available informa- 
tion on this subject as of this date. 

Mr. He&sert. The committee will stand in recess, subject to call of 
the Chair. 


(Whereupon, at 3:55 p. m., the committee recessed, subject to the 
call of the Chair.) 


APPENDIXES 


APPENDIx A 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., July 17, 1956. 
Hon. F. Epwarp HEBERT, 
Chairman, Subcommittee for Special Investigations, Committee on Armed 
Services, House of Representatives, Washington 25, D. C. 

Deak Mr. Hésert: During my recent appearance before your subcommittee on 
the subject of the west coast pipeline I was requested to provide statistics on 
imports of crude oil into each of the five districts of the United States for the 
years 1947 to date. Attached is a table prepared by the Office of Oil and Gas of 
the Department of the Interior showing imports for those years by source. 


We will be glad to provide any additional information on this subject which 
you may require. 


Sincerely yours, 
ARTHUR 8S. FLEMMING, Director. 
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APPENDIX B 


ARMED SERVICES PETROLEUM PURCHASING AGENCY, 
Washington 25, D. C., July 18, 1956. 
JOHN J. CouRTNEY, Esq., 
Special Counsel, Subcommittee for Special Investigations, 
Committee on Armed Services, House of Representatives. 

DEAR Mr. CourRTNEY: Reference is made to your letter of July 14, 1956. The 
deficits in coverage of military requirements for aviation gasoline and bunker fuel 
oils from west coast sources for the 6-month calendar-year periods requested by 
the committee were as follows: 


[All figures in thousands of barrels] 














| Require- Contracts Deficit 
ments awarded 
re - 
January to June 1955: 
Avgas (grades 115/145 and 100/130)..................--- | 6, 240. 7 | 5, 578.6 —662. 1 
Bunker fuels (Navy specia] and bunker C).........___- 7, 460. 0 | 6, 910. 0 — 550. 0 
July to December 1955: 
Avgas (grades 115/145 and 100/130) _ - __- els iactien a Sceteol 6, 651. 5 | 5, 466. 3 —1, 185. 2 
Bunker fuels (Navy special and bunker C)___._.....---- 8, 120.0 8, 050. 0 | —70.0 
January to June 1956: | } | 
A vgas (grades 115/145 and 100/130) ..-.......-.-.-.-------- 7, 026.0 | 4, 093. 4 | — 2, 932. 6 


Bunker fuels (Navy special and bunker C)-_......_______-- | 8, 960. 0 7, 510.0 —1, 450.0 





Sincerely yours, 
C. G. DRESCHER, 
Captain, SC, USN, Director. 


APPENDIX C 


SaTuRDAY, JuLy 14, 1956. 
Maj. Gen. L. E. Coruia, 
Director, Petroleum Logistics Division, Office of Assistant Secretary of 
Defense for Supply and Logistics, Washington 25, D. C. 

DEAR GENERAL COTULLA: This will refer to your testimony before this sub- 
committee on July 19, 1956, at which you were advised of a proposal of the presi- 
dent of Standard Oil Co. made to the subcommittee that the stockpiling of pipe 
for the establishment of a crude-oil line from the west Texas field to district 5, 
the Los Angeles Basin, in particular, might be a suitable provision for a national 
emergency. 

At that time, you stated to the subcommittee that this was the first time such 
a suggestion had been made and that your Division would undertake the same. 

I would appreciate your prompt advice as to the conclusions which you reach 
after such a study so that the subcommittee may be currently advised of your 
position. 

Sincerely yours, 
F. Epwarp Hé&sert, Chairman. 





OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
(SupPLyY AND LOGISTICS), 
Washington 25, D. C., July 27, 1956. 
Hon. F. EDwArp HEBERT, 
Chairman, Committee on Armed Services, 
House of Representatives. 


DEAR Mr. H&sBeErtT: This will acknowledge your letter of July 14, 1956, in which 
you requested information on the conclusions of a study concerning stockpiling 
for a Texas-west coast pipeline. 

Mr. Petersen’s suggestion has been studied and it has been concluded that since 
the pipeline is not essential to meet our wartime requirements based on the most 
recent supply-demand study, stockpiling of pipe for the construction of such a 
pipeline in a national emergency is not justifiable. 
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However, we intend to initiate a new overall supply-demand study in the near 
future. Such studies generally require about 12 months to complete. If this 
projected study shows that the pipeline is essential to meet wartime requirements, 
Mr. Petersen’s suggestion will again be considered as a possible solution to 
meeting the need. 

Thank you for your interest in this matter. 


Sincerely yours, 
L. BE. CoruLia, 


Major General, USA, 
Staff Director, Petroleum Logistics Division. 











